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NO  .       22588 

IN    THE    UNITED    STATES    COURT    OF    APPEALS 
FOR    THE    NINTH    CIRCUIT 

JOSE  MALAGON -RAMIREZ, 

Appellant, 
vs. 
UNITED  STATES  OF  AMERICA, 

Appellee. 


APPELLEE'S    BRIEF 

I. 

JURISDICTIONAL    STATEMENT 

This  is  an  appeal  from  the  judgment  of  the  United  States  District 
Court  for  the  Southern  District  of  California  adjudging  appellant  to  be 
guilty  as  charged  in  all  four  counts  of  a  four  count  indictment. 

The  offenses  occurred  in  the  Southern  District  of  California.    The 
District  Court  had  jurisdiction  by  virtue  of  Title  18,  United  State  Code, 
Sections  3231  and  111,  and  Title  21,  United  States  Code,  Sections  176a 
and  174.     Jurisdiction  of  the  Court  rests  pursuant  to  Title  28,  United  States 
Code,  Sections  1291  and  1294. 
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II. 

STATEMENT  OF  THE  CASE 
Appellant  was  tried  under  an  indictment  consisting  of  four  counts. 
Counts  One  and  Two  involved  approximately  one  ounce  of  heroin  and 
Counts  Three  and  Four  approximately  seventy  pounds  of  marihuana. 
Counts  One  and  Two  were  both  violations  of  Title  21 ,  United  States  Code, 
Section  174,  and  Counts  Three  and  Four  of  Section  176a  thereof.    Count 
One  charged  the  appellant  with  having  smuggled  the  heroin  and  Count  Two 
with  the  transportation  and  concealment  thereof.    Count  Three  charged  the 
appellant  with  having  smuggled  the  marihuana  and  Count  Four  with  the 

V 

transportation  and  concealment  thereof .     [C.R.  2-5]. 

Appellant  pleaded  not  guilty  [C.R.  10]  and  was  tried  before  a  jury 

2/ 
on  June  6,  1967.     [C.R.  19-20;  R.T.  2].       He  was  found  guilty  on  all 

four  counts  [C.R.  21;  R.T.  87-88].  Thereafter,  on  July  7,  1967,  appel- 
lant was  committed  to  the  custody  of  the  Attorney  General  for  a  period  of 
seven  (7)  years  on  each  count  to  run  concurrently  [C.R.  24]. 

At  the  close  of  the  government's  case  in  chief,  appellant  had  made 
a  motion  for  judgment  of  acquittal  as  to  Count  Two  only  (the  transportation 
and  concealment  of  the  heroin)  but  it  was  denied  [R.T.  35]. 


1/ 

"C.R."  refers  to  Clerk's  Record  on  Appeal. 

2/ 

"R.T."  refers  to  Reporter's  Transcript  of  Proceedings, 
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Ill . 

ERROR  SPECIFIED 

1.  Appellant's  motion  for  judgment  of  acquittal  was  erroneously 
denied.    The  circumstantial  evidence  of  the  possession  of  the  heroin  was 
insufficient.     [Appellant's  Brief,  p.  5  and  7]. 

2.  The  trial  court's  instruction  on  the  subject  of  reasonable 
doubt  was  erroneous  and  appellant  was  thereby  deprived  of  the  benefit  of 
the  presumption  of  innocence  [Appellant's  Brief,  p.  6,  7-9]. 

IV. 
STATEMENT  OF  THE  FACTS 
On  February  15,  1967,  appellant  entered  the  United  States  from 
Mexico  at  the  Port  of  Entry,  San  Ysidro,  California.    He  was  driving  and 
was  the  sole  occupant  of  the  vehicle  [R.T.  4].    He  presented  a  non- 
resident alien  border  crossing  card  and  gave  a  negative  customs  declaration 
in  regard  to  merchandise  [R.T.  5].    The  Customs  Inspector,  Mr.  Trumble, 
noted  the  rear  arm  rests  were  missing  and  the  rear  window  would  not  roll 
down  and  so  escorted  the  appellant  to  the  secondary  inspection  area. 
There  appellant  was  escorted  into  the  office  and  seated  in  the  chair  beside 
the  desk  [R.T.  5].    There  were  no  other  people  sitting  next  to  the  chair; 
the  chair  was  approximately  a  foot  and  a  half  to  two  feet  from  the  Customs 
Inspector  in  the  office;  it  was  the  only  chair  in  the  vicinity  [R.T.  6] . 
While  appellant  was  seated  in  the  chair,  Mr.  Trumble  went  out  to  the  car 
and  found  packages  containing  a  green  vegetable  substance  [R.T.  5-6]. 
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Mr.  Trumble  then  returned,  took  appellant  into  the  search  room,  searched 
him  and  found  nothing  [R.T.   6].     Mr.  Trumble  then  placed  appellant  in  one 
of  the  holding  rooms  and  returned  to  the  office;  as  he  walked  by  the  chair 
where  appellant  had  been  sitting  he  saw  a  rubber  contraceptive  lying  on  the 
floor  beside  the  chair.    His  Marquis  Reagent  test  for  heroin  was  positive 
with  regard  to  the  tan  powder  taken  from  the  contraceptive  [R.T.  6-7]. 

On  cross-examination,  Mr.  Trumble  testified  that  he  noted  nothing 
peculiar  about  the  behavior  of  appellant  who  was  cooperative  [R.T.  8-10], 
Mr.  Price  was  the  inspector  in  the  office  and  the  only  person  in  the  immed- 
iate vicinity  of  the  chair  when  the  appellant  was  brought  in  and  seated. 
Mr.  Trumble  did  not  make  a  preliminary  search  of  the  area  surrounding  the 
chair.    He  further  testified  it  was  quite  likely  that  someone  had  sat  on  the 
chair  previously  [R.T.  10-11].    Appellant  became  slightly  agitated  when  he 
and  Mr.  Trumble  got  back  to  the  search  room,  but  up  to  that  point  he  hadn't 
been  unusually  nervous  [R.T.  12].    The  contraceptive  was  about  six  to 
eight  inches  from  the  chair  and  was  between  the  desk  and  the  chair,  about 
a  foot  to  fourteen  inches  from  the  desk  [R.T.  13]. 

Appellant  stipulated  as  to  the  chain  of  custody  of  the  contraband  and 
that  a  chemist  would  testify  it  was  marihuana  and  heroin  [R.T.  14-16]. 

Customs  Agent  Maldonado  testified  that  he  questioned  the  appellant 
on  February  15  after  advising  him  of  his  rights  [R.T.  20-21].    At  that  time 
appellant  denied  knowledge  of  the  marihuana  and  heroin  and  said  his  only 
reason  for  making  the  trip  was  to  obtain  a  stove  for  his  wife  [R.T.  23]  ,  that 
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he  had  met  a  Mr.  Padilla  who  stated  he  had  some  connection  in  the  United 
States  to  obtain  a  stove  at  a  reasonable  price,  had  gone  to  Los  Angeles  with 
Mr.  Padilla  on  February  10,  but  couldn't  find  a  stove  and  so  met  with  Padilla 
again  on  the  15th  for  another  trip  [R.T.  22-23]. 

On  both  occasions  Mr.  Padilla  got  out  and  walked  across  the  line  to 
meet  with  two  other  riders  in  the  United  States  side  who  were  to  help  defray 
travel  expenses  [R.T.  22-23]. 

The  agent  could  not  locate  Mr.  Padilla  and  appellant  could  give  no 
instructions  or  method  as  to  how  to  locate  him.     The  car  was  registered  to  a 
Mrs.  Maria  de  Los  Angeles  in  Tijuana  [R.T.  25];  her  address  on  the  regis- 
tration did  not  exist  and  she  was  unknown  by  the  people  who  lived  in  the 
area  of  the  address  [R.T.  27].    Appellant  did  not  know  Mr.  Padilla's  first 
name. 

The  appellant  attempted  to  plead  guilty  to  Count  Three  of  the  indictment 
out  of  the  presence  of  the  jury  but  would  not  admit  knowledge  of  the  mari- 
huana prior  to  its  discovery  by  the  agents  [R.T.   36-3  9]. 

The  defendant  testified  that  he  was  29  years  old,  married  and  had  3 
children;  that  he  came  from  Michoacan  to  lower  California  and  resided  in 
the  Edif.  Fertana  Building  but  moved  to  33B  Auzuras  [R.T.  40-41];    that  he 
worked  for  a  Surety  Company  as  an  agent  and  about  15  days  before  the 
arrest  he  met  a  Mr.  Padilla  who  had  the  vehicle  involved  and  appellant  was 
going  to  sell  him  insurance  because  Padilla  told  him  he  had  several  cars 
[R.T.  42".     He  further  testified  that  Padilla  had  a  secondhand  store  and  was 
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going  to  assist  appellant  in  obtaining  a  stove,  but  he  did  not  know  where 
Padilla's  store  was  [R.T.  43];    that  he  never  used  marihuana  or  heroin; 
that  he  had  never  been  arrested  and  attended  school  5  years  [R.T.  44]. 
Appellant  also  testified  he  only  knew  Padilla  by  his  last  name,  had  both 
Lower  California  and  Michoacan  drivers'  licenses  and  did  not  know  a  Mrs. 
Maria  de  Los  Angeles;  that  Padilla  never  gave  him  any  money;  and  that  he 
was  going  to  bring  the  stove  back  in  the  trunk  of  the  car  [R.T.  45]  and 
put  it  in  his  house  at  33B  Azuras,  Colonial  Libertad  [R.T.  46].    He  further 
testified  Padilla  didn't  cross  the  line  in  the  car  because  he  was  to  meet  two 
passengers  on  the  United  States  side  who  didn't  have  resident  cards,  just 
local  cards  [R.T.  47]. 

On  cross-examination  appellant  stated  he  never  got  Padilla's  first  name 
because  Padilla  wasn't  ready  to  do  business  yet;  that  he  met  Padilla  near  the 
RCN  radio  station  [R.T.  48];  that  he  gave  the  Azuras  address  to  the  Customs 
officer;  that  the  stove  was  to  be  a  4  burner  in  the  $15.00  price  range  [R.T. 
49];  that  the  first  trip  they  went  to  within  12  kilometers  of  Los  Angeles  and 
the  other  2  passengers  never  used  Padilla's  first  name  [R.T.  50];  that  they 
never  went  to  a  store  but  just  stopped  and  Padilla  got  out  and  appellant 
didn't  even  look  for  a  stove  [R.T.  51],      He  further  testified  he  had  never 
gone  to  Padilla's  store  and  never  saw  Padilla's  other  cars  [R.T.  52]. 

On  the  Court's  questioning,  appellant  stated  he  had  seen  Padilla  four 
times  and  that  on  the  first  trip  they  did  not  go  to  stores  [R.T.  53-54];  that 
he  got  a  ticket  on  that  trip  and  when  he  was  arrested  at  the  border  he  was 
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actually  coming  across  to  pay  the  ticket  and  wasn't  interested  in  the  stove 
any  more  [R.T.  56].    That  on  his  return  appellant  was  to  leave  the  car 
with  the  keys  in  the  ashtray  at  the  Alva  Rojo  School  [R.T.  56]. 

On  rebuttal  ;^gent  Maldonado  testified  appellant  did  not  give  him  an 
address  on  Auzuras  [R.T.  57].    Appellant  was  recalled  to  testify  he  never 
had  the  heroin  [R.T.  61]. 

The  Court's  instructions  are  covered  by  pages  72  through  84  of  the 
Reporter's  Transcript  and  appellant  made  no  objection  to  them  [R.T.  85]. 

V. 
ARGUMENT 

A.  THE  SUFFICIENCY  OF  THE  EVIDENCE  SHOULD  NOT  BE 

CONSIDERED  BY  THIS  COURT,  BUT  EVEN  SO  THE  EVIDENCE 
OF  THE  POSSESSION  OF  THE  HEROIN  WAS  SUFFICIENT  AND 
THE  DENIAL  OF  THE  APPELLANT'S  MOTION  FOR  JUDGMENT 
OF  ACQUITTAL  WAS  PROPER.       IN  ANY  EVENT  DENIAL  OF 
THE  MOTION  WITH  REGARD  TO  THE  HEROIN  WAS  NOT 
PREJUDICIAL  WITH  REGARD  TO  THE  MARIHUANA  COUNTS. 

Actually  appellant's  motion  for  judgment  of  acquittal  was  only  as  to 
Count  Two  of  the  indictment  [R.T.  35]  ,  and  it  was  not  renewed  at  the 
close  of  the  case  after  appellant  put  on  his  evidence  [R.T.  57-62].    As  a 
general  rule  a  motion  for  judgment  of  acquittal,  made  at  the  close  of  the 
evidence  for  the  prosecution,  is  waived  and  a  review  of  the  evidence 
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precluded,  where  the  accused  introduces  evidence  on  his  own  behalf  and 
does  not  renew  the  motion  at  the  conclusion  of  all  the  evidence. 
Lucas  V.  United  States,  325  F.2d  867  (9th  Cir.  1963) 
Foster  v.  United  States,  318  F.2d  684  (9th  Cir.  1963) 
Drown  v.  United  States,  198  F, 2d  299  (9th  Cir.   1952),  cert,  denied, 
344  U.S.  920  (1953). 

Thus,  under  the  general  rules  of  procedure,  this  court  should  not 
consider  the  sufficiency  of  the  evidence.    Furthermore,  since  the  motion 
was  only  made  as  to  Count  Two,  it  would  seem  anomalous  to  consider  it 
with  reference  to  the  other  counts. 

Assuming  for  purposes  of  argument  that  a  renewal  of  the  motion  at  the 
close  of  the  case  was  not  necessary;    nevertheless,  as  pointed  out  above 
it  was  only  made  with  reference  to  Count  Two.    Counsel  for  appellant 
recognizes  this  but  argues  that  the  failure  to  grant  the  motion  was  prejudi- 
cial as  to  all  four  counts  (Appellant's  Brief,  p.   13-14)  .    His  reasoning, 
however,  is  circular,  for  he  states,  "If  the  jury  believed  that  he  had 
dropped  some  heroin  in  the  Customs  Office,  it  was  of  course  exceedingly 
unlikely  that  they  would  believe  that  he  did  not  know  that  the  marihuana 
was  in  the  automobile.    Since  the  jury  did  erroneously  conclude  the  appel- 
lant dropped  the  heroin they  must  have  been  prejudiced  as  to  the 

marihuana  counts."    (Appellant's  Brief,  p.   13-14). 

The  circuity  of  this  argument  is  demonstrated  by  reversing  the  phraseol- 
ogy: 
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"If  the  jury  believed  that  appellant  smuggled  the  marihuana,  it  was  of 
course  exceedingly  unlikely  that  they  would  believe  that  he  did  not 
drop  the  heroin  in  the  customs  office.     Since  the  jury  concluded  the 
appellant  smuggled  the  marihuana  ....  they  must  have  been  in- 
fluenced thereby  as  to  the  heroin  counts." 

It  is  submitted  the  second  "circuit"  phrased  above,  i.e.  marihuana  to 
heroin  rather  than  heroin  to  marihuana,  is  the  more  likely  route  taken  by  the 
jury.    However,  rather  than  getting  into  a  chicken  and  egg  situation  as  to 
the  reasoning  of  the  jury,  it  would  seem  wiser  to  analyze  the  evidence.    It 
is  uncontested  that  the  appellant  was  the  driver  and  sole  occupant  of  an 
automobile  in  which  the  marihuana  was  smuggled,  and  it  is  submitted  that 
even  appellant's  counsel  must  concede  that  appellant's  explanation  of  the 
circumstances  was  "fishy"  at  best.    Under  such  evidence  there  can  be  no 
question  of  the  sufficiency  of  the  evidence  as  to  counts  Three  and  Four 
fSee  Aguilar  v.  United  States,  363  F.2d  379  (9th  Cir.   1966),     a  similar 
border  crossing  case  where  the  accused  was  driving  another's  car,  there 
was  no  direct  evidence  or  admission  of  knowledge,  and  the  trier  of  fact 
was  held  to  be  entitled  to  believe  the  accused's  story  "fishy"  ] . 

Be  that  as  it  may,  assuming  for  the  moment  that  the  motion  as  to 
Count  Two  should  and  would  have  geen  branted,  it  is  nevertheless  sub- 
mitted that  no  prejudice  to  the  appellant  resulted,  for  the  heroin  would 
still  have  been  admissible  as  to  Count  One.    And  since  no  motion  for 
judgment  of  acquittal  was  made  with  respect  to  Count  One,  it  would 

certainly  seem  out  of  order  to  even  consider  that  matter  now.    And  if  the 

-9- 


same  so-called  prejudicial  matter  would  have  been  considered  anyway, 
how  could  appellant  have  been  prejudiced  by  the  denial  as  to  Count  Two? 

Thus,  in  order  to  even  consider  appellant's  first  main  argument,  we 
must  assume  (1)  that  renewal  of  the  motion  for  judgment  of  acquittal  at 
the  close  of  the  case  was  not  necessary,  and  (2)  that  the  motion  was  made 
with  regard  to  Count  One  as  well  as  Count  Two.    Assuming  arguendo  that 
such  is  the  case,  was  the  evidence  in  regard  to  the  heroin  sufficient  to 
support  conviction  as  to  Counts  One  and  Two? 

In  arguing  that  the  evidence  is  insufficient,  appellant  relies  solely 
on  Davis  v.  United  States,  382  F. 2d  221  (9th  Cir.   1967)  and  completely 
ignores  such  cases  as  Galvan  v.  United  States ,  318  F.2d  711  (9th  Cir. 
19  63)  where  the  heroin  was  found  the  next  morning  about  9  feet  from  the 
nearest  track  of  Galvan' s  car  and  later  pulled  out  of  a  garbage  truck,  and 
Vaccaro  v.  United  States ,    296  F.2d  500  (5th  Cir.   1961)  ,  cert,  denied, 
369  U.S.  890  (1962)  where  the  marihuana  was  found  near  the  side  of  the 
road  about  24  hours  later  and  no  one  saw  the  accused  holding  or  disposing 
of  the  suitcase  but  nevertheless  it  was  admitted  into  evidence,  or  Ketchum 
V.  United  States,  259  F.2d  434  (5th  Cir.   1958)  where  a  sack  of  marihuana 
was  found  alongside  the  road  about  a  half  hour  after  the  defendants  were 
arrested.    In  that  case  no  witness  testified  the  sack  was  ever  in  the  defend- 
ant's physical  possession,  nor  that  it  was  seen  being  disposed  of,  but  the 
conviction  was  affirmed  and  withstood  repeated  attacks  to  the  United  States 
Supreme  Court. 

Cert,  denied,  359  U.S.  917  (1959) 
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Rehearing  denied,  359  U.S.  956  (1959) 

Cert,  denied,  365  U.S.  861  (1961) 

Cert,  denied,  369  U.S.  880  (1962). 

It  is  true  that  in  the  cases  just  cited  there  was  evidence  of  flight 
which  is  not  the  case  here,  but  in  the  instant  case  there  is  evidence  of 
contraband  in  the  car  of  which  appellant  was  the  sole  occupant  though  such 
was  not  the  case  in  Galvan  and  Davis.     Furthermore,  in  Davis  during  the 
interval  from  the  time  the  accused  occupied  the  Sheriff  s  car  to  the  time  the 
contraband  was  found,  the  car  had  been  unattended  on  several  occasions 
and  the  officer  had  made  several  observations  of  the    automobile  without 
discovery  of  the  heroin,  while  in  the  instant  case  the  heroin  was  found 
almost  immediately  after  the  appellant  had  occupied  the  chair  in  question. 

Appellant  concedes  the  time  interval  difference  in  Davis  from  the  case 
at  bar  but  emphasizes  the  opportunity  for  someone  else  to  have  disposed  of 
the  heroin  prior  to  appellant's  presence  in  the  chair  (Appellant's  Brief,  p. 
12-13).    The  same,  however,  could  be  said  with  respect  to  the  Galvan, 
Vaccaro  and  Ketchum  cases  cited  above  and  also  even  with  respect  to 
Davis,  for  in  that  case  the  deputy  sheriff  testified  that  though  he  examined 
the  vehicle  before  Davis  entered  it,  nevertheless  he  did  not  look  under  the 
"cool  cushion"  on  the  driver's  seat  where  the  heroin  was  eventually  dis- 
covered, Davis  V.  United  States,  382  F.2d  221  (9th  Cir.   i967)  at  page  223. 

Even  assuming  that  the  Davis  case  does  apply,  that  the  motion  need 

not  have  been  renewed,  and  that  it  is  held  to  have  impliedly  been  made 

with  respect  to  Count  One  as  well  as  Count  Two;  nevertheless,  appellant 

-11- 


still  has  the  difficult  burden  of  establishing  that  denial  of  the  motion  for 
judgment  of  acquittal  as  to  Counts  One  and  Two  was  so  prejudicial  as  to 
Counts  Three  and  Four  that  the  judgment  must  be  reversed  as  to  all  four 
counts. 

It  is  interesting  to  note  that  appellant  cites  no  cases  to  support  this 
amazing  contention,  and  it  would  appear  to  the  government  that  the  only 
grounds  for  such  a  position  would  be  that  the  trial  court  committed  plain 
error  in  not  rejecting  all  evidence  as  to  the  heroin  or  in  not  instructing 
the  jury  to  disregard  all  evidence  relating  thereto.    Many  cases  can  be 
cited,  of  which  Lucas  v.  United  States ,  cited  above,  is  only  one,  to  the 
effect  that  this  court  should  not  exercise  its  discretion  regarding  errors  not 
properly  raised  at  the  trial  unless  failure  to  do  so  would  shock  its  judi- 
cial conscience  and  operate  as  a  palpable  miscarriage  of  justice.    No- 
where did  appellant  object  to  the  introduction  of  the  evidence  regarding 
heroin  or  request  an  instruction  for  the  jury  to  disregard  it,  and  when  all 
the  circumstances  of  this  case  are  considered,  certainly  it  cannot  be 
claimed  there  was  a  palpable  miscarriage  of  justice  or  that  the  judicial  con- 
science of  this  court  should  be  shocked.    After  all  it  is  uncontro verted  that 
the  appellant  was  driving  and  was  the  sole  occupant  of  the  vehicle  in  which 
marihuana  was  secreted.    Furthermore,  the  appellant  was  sitting  in  the 
chair  and  heroin  was  found  nearby  almost  immediately  thereafter.    Those 
facts  are  inescapable,  and  with  the  congressional  inferences  contained  in 
Title  21,  United  States  Code,  Section  176a  and  174,  and  the  inherently 

"fishy"  nature  of  appellant's  story  clearly  set  forth  in  the  record,  certainly 
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this  court  could  not  believe  there  was  a  palpable  miscarriage  of  justice. 

B.  THIS  COURT  SHOULD  NOT  RECONSIDER  THE  TRIAL 

COURT'S  INSTRUCTIONS  TO  THE  JURY  BECAUSE  NO 
OBJECTION  TO  THEM  WAS  MADE  BY  THE  APPELLANT. 
NEVERTHELESS,  THEY  WERE  ADEQUATE,  AND  IN  ANY 
EVENT  DID  NOT  CONSTITUTE  PLAIN  ERROR  . 

Appellant  expressly  made  no  objection  to  the  instructions  as  given  or 
ommitted  [R.T.  85].     Consequently,  he  has  no  standing  here  to  complain. 
Ramirez  v.  United  States,  294  F.2d  277  (9th  Cir.   1961) 
Appellant  concedes  that  the  definition  of  reasonable  doubt  given  by 

the  trial  court  [R.T.  75-76]  was  proper  [Appellant's  Brief,  p.   10],  but 
complains  that  the  court's  later  instruction  concerning  the  judging  of  the 
evidence  [R.T.  83,  lines  5-14]  was  easier  to  understand  and  prejudicially 
wrong. 

The  portion  complained  of  is  an  exact  quote  of  the  first  two  paragraphs 
contained  in  Section  15.06  of  Mathes  and  Devitt's  19  65  edition  of  Federal 
Jury  Practice  and  Instructions.       Appellant  cites  only  one  case,  Holland  v. 
United  States,  348  U.S.   121  (1954)  ,  but  that  case  discusses  the  definition 
of  reasonable  doubt  and  not  an  instruction  concerning  how  the  jury  is  to 
consider  and  analyze  evidence.     In  fact  when  that  point  is  discussed  in 
Holland  (in  that  paragraph  immediately  prior  to  that  quoted  by  appellant)  , 
the  Supreme  Court  said,  "In  both  (circumstantial  and  testimonial  evidence), 
the  jury  must  use  its  experience  with  people  and  events  in  weighing  the 
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probabilities."     Holland  cited  supra,  at  page  140  thereof.      It  is  submitted 

this  definitely  sounds  in  consonance  with  the  trial  court's  charge  here 

3/ 
considered  and,  in  any  event,  does  not  indicate   plain  error  or  prejudice. 

Appellant  also  complains  about  the  lack  of  instruction  regarding  tne 

so-called  Scotch  verdict  —  "not  proven"   [Appellant's  Brief,  p.   17],  but 

cites  no  case  in  regard  to  that  requirement,  and  certainly  if  failure  to  give 

such  an  instruction  is  plain  error  some  case  requiring  it  could  be  cited. 

Be  that  as  it  may,  it  is  submitted  that  taken  as  a  whole  the  instructions 

were  adequate  and  certainly  cannot  be  held  to  shock  the  judicial  conscience 

or  to  operate  as  a  palpable  miscarriage  of  justice. 


3/ 

Incidentally,  it  is  interesting  to  note  that  the  Supreme  Court,  at  p, 

139-140  of  Holland  ,  rejected  a  requested  instruction  regarding  "every 

reasonable  hypothesis  other  than  that  of  guilt"  which  is  the  heart  of 

appellant's  Argument  I. 
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EARNEST  HAMMOND, 
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vs. 


UNITED  STATES  OF  AMERICA, 

Appellee. 


NO.    22589 


APPELLEE'S   BRIEF 


JURISDICTIONAL  STATEMENT 
This  is  an  appeal  from  the  judgment  of  the  United  States 
District  Court  for  the  Southern  District  of  California  denying  appellant's 
motion  under  28  USCA  2255,  after  a  hearing  with  appellant  present. 


[C.T.   19-23] 


1 


Jurisdiction  of  the  District  Court  and  this  Court  rests  pursuant 


to  28  USCA  2255. 


'C.T."  refers  to  the  Clerk's  Transcript. 
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STATEMENT  OF  THE   CASE 

Appellant  was  convicted  of  two  counts  involving  smuggling  and 
conspiracy  to  smuggle  heroin  under  21  USCA  174  and  was  sentenced  to 
ten  years  on  each  of  the  two  counts,  to  run  concurrently. 

Appellant  appealed  from  the  judgment  of  conviction,  and  the 
conviction  was  affirmed  by  this  Court.     (Hammond  v.  United  States, 
356  F  2d  931  (9th  Cir.   1966)) 

Thereafter  on  March  23,  1967,  he  filed  this  motion.     On 
September  22,   1967,  the  Honorable  Fred  Kunzel,  United  States  District 
Judge,  denied  the  petition,  as  previously  stated. 

On  September  27,   1967,  Notice  of  Appeal  was  filed. 

m 

ERROR  SPECIFIED 


Appellant  specifies  the  following  points  upon  appeal: 

1.  The  claim  of  being  held  incommunicado. 

2.  The  denial  of  a  favorable  witness. 

3.  Lack  of  speedy  trial. 

4.  Prejudicial  statements  by  the  prosecutor. 
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IV 
STATEMENT  OF  THE   FACTS 

Appellant  was  arrested  on  Friday,  September  25,  1964,  and 
taken  before  the  United  States  Commissioner  at  the  earliest  available 
opportunity  on  the  following  Monday  [C.T.  20;  R.  T.  297]. 

He  was  informed  of  his  right  to  use  the  phone  by  Customs 
Agents  Miller  and  Quick  as  well  as  officials  at  the  jail.    A  notice  was 
also  posted  informing  appellant  that  he  was  entitled  to  two  phone  calls. 
The  jail  records  indicate  that  he  drew  money  to  make  a  phone  call.    He 
was  taken  to  the  hospital  there  on  two  separate  occasions,  was  permitted 
visitors  on  weekends,  and  could  write  and  receive  letters    [R.  T.  300- 
309;  315-317]. 

He  was  transported  to  the  Los  Angeles  County  Hospital  for  treat- 
ment of  his  tubercular  condition  before  trial  [c.  T.  23;  R.  T.  364-389]. 

He  was  represented  vigorously  at  the  trial  by  Lynn  McDougall, 
an  experienced  criminal  lawyer  [R.  T.  282].    McDougall  testified  he 
contacted  Melvin  Jackson,  a  co-defendant,  in  the  absence  of  his 
counsel,  and  Jackson  agreed  to  testify  that  Jackson  drove  the  vehicle 
and  that  appellant  wasn't  present  when  Adams  bought  the  heroin  and  put 
it  m  the  vehicle  [r.  T.  272-234]. 

Jackson  didn't  recall  any  such  discussion,   but  didn't  talk  to  the 
prosecutor  nor  any  government  agent  IR.  T.  250;  26 8 -269 J. 


2 
"R.  T."  refers  to  the  Reporter's  Transcript. 
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His  attorney  informed  appellant's  attorney  that  Jackson  would 
refuse  to  testify.    A  stipulation  was  entered  into  during  the  trial  that 
if  called  Jackson  would  testify  that  he  drove  the  vehicle  [c.  T.   21; 
R.  T.   53-58D]. 


ARGUMENT 
A.  APPELLANT  WAIVED  ALL  CLAIMS  OF  ERROR. 

Appellant  waived  any  right  to  claim  error  on  the    questions 
presented  in  this  appeal.     These  matters  could  have  been  raised  in  the 
trial  court  and  on  the  previous  appeal.    See  Hammond  vs.  United  States, 
356  F.2d  931  (9th  Cir.   1966). 

In  Grimes  vs.  United  States,  No.  21,659,  9th  Cir.,  June  6,   1968, 
often -repeated  language  is  used  as  follows:    "Consequently,  the  rule  is 
applicable  that  Section  2255  may  not  be  invoked  to  relitigate  questions 
which  were  or  should  have  been  raised  on  a  direct  appeal  from  a  judg- 
ment of  conviction."    (Emphasis  supplied) 

The  trial  record  clearly  shows  that  appellant  was  aware  of  all 
issues  raised  here  during  his  trial  and  his  appeal. 

This  entire  appeal  is  premised  on  grounds  which  should  have 
been  objected  to  at  the  trial  level  in  this  case.    As  to  failure  to  object 
acting  as  complete  waiver,  this  court  said  in  White  vs.  United  States, 
315  F.  2d  113,  116  (9th  Cir.   1963),  Cert.  den.  375  U.  S.  821: 
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"Even  had  there  been  a  taint  of  unfairness  or  prejudice, 
no  voice  was  raised  in  protest  -  no  objection  ever 
raised  -  no  chance  given  the  trial  court  to  cure  any 
alleged  error.    This  is  a  complete  waiver." 
Calculated  decisions  made  by  his  attorney,  and  known  to  him, 
are  binding  on  appellant. 

Grimes  vs.  United  States,   supra; 

Poole  vs.   Fitzharris,  No.   20,925,  9th  Circ.  ,  June  12,   1968; 

Schawartzberg  vs.  United  States,  379  F.  2d  551  (2nd  Cir.  1967). 

B.     ASSUMING  ARGUENDO  THAT  APPELLANT  HAS 
NOT  WAIVED  HIS  RIGHT  TO  BE  HEARD  ON 
THIS  ACTION,    HE  HAS  NOT  CARRIED  THE 
BURDEN  OF  PROOF  UPON  ANY  POINT  ALLEGED. 

A  motion  under  28  USCA  2255  requires  the  petitioner  to  prove 
his  allegations  by  a  preponderance  of  the  evidence.     In  other  words,  the 
burden  of  proof  is  on  the  petitioner.    Mealer  vs.  United  States,  383  F.  2d 
849  (9th  Cir.   1967). 


C.     APPELLANT  WAS  NOT  HELD  INCOMMUNICADO 
AS  CLAIMED. 


Lt.  Roger  Hollingsworth,  Chief  Jailer,  testified  unequivocally 
that  prisoners  were  allowed  two  and  possibly  more  telephone  calls 
[r.  T.  300]. 

Appellant  drew  one  dollar  in  cash  and  the  probable  purpose  for 
which  money  could  be  drawn  was  for  the  telephone.     Cash  was  not  used 
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for  commissary  purchases  [R.  T.   306-30?]. 

Appellant  was  taken  to  the  U.  S.  Commissioner  on  Monday 
[r.  T.  262].    Appellant  was  also  taken  to  the  Imperial  County  Hospital 
on  September  26,   1967,  and  September  28,   1967  [r.  T.  349]. 

He  was  also  permitted  to  write  and  receive  letters  and  have 
visitors  [r.  T.  348]. 

Owen  I.  Miller,  Jr.  ,  and  Agent  Quick  testified  that  appellant  was 
informed  of  his  right  to  make  phone  calls. 

Assuming  arguendo,  that  appellant  was  held  "incommunicado", 
as  claimed,  he  has  neither  alleged  nor  proven  any  resulting  prejudice. 
United  States  vs.  Angelet,  265  F.  2d  155,   157  (2nd  Cir.   1959). 

D.     APPELLANT  WAS  NOT  DENIED  THE  TESTIMONY 
OF  A  FAVORABLE  WITNESS. 

During  the  trial,  Mr.  Jackson's  attorney,  Joseph  Bryan, 
apparently  informed  appellant's  counsel  that  Jackson  would  claim  the 
Fifth  Amendment. 

Appellant  didn't  call  Jackson  as  a  witness.     Government  counsel 
stipulated  to  everything  requested  by  counsel  for  appellant  —  that 
Jackson  would  testify  that  he  was  driving  the  car,  and  that  Hammond 
was  not.    Jackson's  criminal  record  was  not  used  for  impeachment 
purposes. 

Appellant  seemed  satisfied  with  this  stipulation. 

Jackson  was  entitled  to  claim  the  Fifth  Amendment.     He  could 
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probably  be  prosecuted  under  California  State  law  and  for  conspiracy 
under  Nevada  law. 

Appellant  assumes  there  was  wrongful  and  coercive  conduct  on 
the  part  of  the  counsel  for  the  government. 

The  record  clearly  refutes  this.     Mr.   Bryans  remembers  being 
in  the  Federal  Building  and  that  Mr.  McDougal  was  angry  [r.  T.  290-293]. 

Jackson  testified  that  Government  counsel  never  talked  to  him 
about  his  case,  testifying  or  not  testifying  [r.  T.  256].     No  agent  of  the 
government  told  him  not  to  testify  [r.  T.  258].     He  testified  that  he 
didn't  remember  talking  to  anyone  [r.  T.  268-69]. 

Jackson  admits  that  he  told  the  officers  that  there  was  no  heroin 
in  the  trunk  [r.  T.  260] ,  and  that  none  of  the  four  men  acquired  any 
heroin  in  Mexico  [r.  T.  264]. 

Jackson  never  told  anyone  that  he  would  testify  [r.  T.  268-269]. 

Appellant's  original  counsel  claims  to  have  talked  to  Jackson, 
while  knowing  that  he  was  a  defendant,  and  in  the  absence  of  Jackson's 
counsel,  Mr.   Bryans,  and  claims  to  have  extracted  a  promise  to  testify. 
He  claims  to  have  been  surprised  when  Jackson's  attorney  appeared  in 
Court. 

Government  counsel  denied  discussing  Jackson's  claiming  the 
Fifth  Amendment  with  anyone  until  McDougall  informed  him  of  the 
developments.    A  stipulation  was  then  entered  into  [r.  T.   71]. 

Counsel  for  appellant  said,  "First  your  Honor,  we  have  this 
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stipulation  and  I  would  ask  that  you  read  it. "  [r.  T.   71]     He  seemed 
satisfied  with  the  stipulation. 

Appellant  presents  a  discussion  on  his  failure  to  join  in  any 
waiver  by  not  objecting  and  not  raising  points  on  appeal.    The  cases 
relied  on  refer  to  such  basic  rights  as  jury  waiver  that  are  traditionally 
joined  in  by  appellants.     Certainly  these  cases  don't  apply  to  decisions 
involving  objections  during  trial  and  points  to  be  raised  for  appeal. 

See  the  reasoning  in  Gray  vs.  United  States,  345  F.  2d  282, 
288-289  (9th  Cir.),  Cert,  den.,  382  U.S.  919  (1965). 

E.     REMARKS  OF  GOVERNMENT  COUNSEL  WERE 

NOT  PREJUDICIAL  UNDER  THE   CIRCUMSTANCES. 

One  small  paragraph  out  of  a  total  argument  of  21  pages  is 
cited  by  appellant.    The  trial  court  held  that  the  remark  was  a  proper 
inference  from  the  evidence  presented.    See  Thomas  vs.  United  States, 
392  F.2d  44  (9th  Cir.   1968),  and  United  States  vs.   Sacony  Vacuum  Oil 
Co.,  310  U.S.   150,   239,  241-242  (1939).     This  court  held  in  Green  vs. 
United  States,  282  F.  2d  388  (9th  Cir.   1960),  Cert,  den.,  365  U.  S.   804, 
that  the  final  argument  in  a  case  may  contain,  and  counsel  are  per- 
mitted to  argue,  all  reasonable  inferences  that  can  be  drawn  from  the 
evidence  adduced. 

No  objection  was  made  to  the  remark  by  counsel.    Objection 
gives  the  Court  a  change  to  correct  the  error.     Olar  vs.  United  States, 
391  F.2d  773  (9th  Cir.   1968). 
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F.  APPELLANT  WAS  NOT  DENIED  A  SPEEDY 
TRIAL. 

There  was  minimal  delay  because  of  appellant's  tubercular 
condition,  necessitating  his  removal  to  the  Los  Angeles  County 
Hospital.     The  delay  was  not  purposeful  and  oppressive  and  appellant 
claims  no  prejudice.    See  Maquire  vs.  United  States,   21,659  (9th 
Cir. ,  June  6,  1968),  and  cases  cited  therein. 

A  case  very  close  on  its  facts  held  that  removal  of  a  defendant 
for  medical  treatment  and  a  delay  of  bringing  him  before  a  court  for 
three  months  was  not  unreasonable.    United  States  vs.  Theriault,  268 
F.  Supp.  314  (W.D.  Ark.   1967). 

G.  GOVERNMENT  COUNSEL'S  COMMENTS  ON 
FAILURE  TO  CALL  WITNESSES  WERE 
ENTIRELY  PROPER. 

No  specific  mention  was  made  of  Jackson's  failure  to  testify, 
and  since  he  testified  by  stipulation,  the  jury  was  entitled  to  wonder 
why  appellant  didn't  call  Townes  and  Adams. 

Forsberg  vs.  United  States,  351  F.  2d  242  (9th  Cir. 

1965),  Cert,  den.,  383  U.S.  950. 

Again  no  objection  was  made  during  the  trial.     This  constitutes 
a  waiver. 

More  important,  however,  the  remarks,  if  found  to  refer  to 
Jackson,  were  merely  responsive  to  appellant's  counsel's  specific 
remarks  on  the  government's  failure  to  call  Jackson,  knowing  that  he 
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had  claimed  the  Fifth  Amendment  [r.  T.   13 1]. 

See  Himmelfarb  vs.  United  States,   175  F.  2d  924 

(9th  Cir.   1949),  Cert,  den.,  338  U.S.   860. 

It  is  indeed  ironical  that  appellant,  having  gained  the  benefit  of 
a  stipulation  when  the  testimony  was  otherwise  unavailable,  and  having 
additionally  avoided  the  impeachment  of  the  defense  witness,  Jackson, 
now  complains  that  he  should  have  received  more  than  this.    Appellant 
was  not  entitled  to  Jackson's  testimony,  as  Jackson  relied  upon  the 
Fifth  Amendment  [r.  T.  273-74].     Even  if  he  had  testified  as  a  defense 
witness,  he  could  have  been  seriously  impeached,  not  only  as  a  result 
of  his  criminal  record  but  also  because  he  had  told  an  officer  that  he 
knew  nothing  about  the  heroin,  while  appellant  apparently  contends  that 
Jackson  would  have  testified  that  appellant  was  innocent  and  that  one 
Adams  had  told  him  that  the  heroin  was  there  [R.  T.  248-49,  284,  295]. 
Thus  the  stipulation  was  a  gift  to  appellant,  as  the  government  lost  the 
opportunity  to  impeach  the  defense  witness. 

Of  course,  appellant  contends  that  the  Government  caused 
Jackson  to  rely  upon  the  Fifth  Amendment,  but  there  is  absolutely  no 
evidence  to  support  this  suggestion.    While  it  may  be  fashionable  to 
impute  sinister  motives  to  prosecuting  attorneys,  we  have  not  yet 
reached  the  point  at  which  such  flights  of  fancy  may  substitute  for  a 
complete  lack  of  evidence.     This  portion  of  appellant's  case  is  plainly 
frivolous. 
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The  irony  of  this  appeal  is  compounded  by  the  fact  that  appellant 
objects  to  remarks  concerning  failure  of  appellant  to  call  witnesses, 
which  remarks  obviously  and  properly  referred  to  Adams  and  Townes, 
as  Jackson  was  a  witness  by  stipulation.    Appellant's  trial  counsel  had 
earlier  incorrectly  informed  the  jurors  that  "The  government  certainly 
had  an  opportunity  to  bring  in  Mr.  Jackson  ..."  [r.  T.   131].    This, 
of  course,  was  not  true. 

VI 
CONCLUSION 

For  the  foregoing  reasons,  it  is  respectfully  submitted  that  the 

judgment  of  the  Court  below  should  be  affirmed. 

Respectfully  submitted, 

EDWIN  L.   MILLER,  JR. 
United  States  Attorney 

SHELBY  R.   GOTT 
Assistant  U.  S.  Attorney 

Attorneys  for  Appellee, 
United  States  of  America. 
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FOR  THE  NINTH  CIRCUIT 


6  LESTER  J.  POPE,  Superintendent  of 
California  Medical  Facility 

7  at  Vacaville, 


8 

9 

10 
11 
12 
13 
14 
15 
16 
17 


Appellant, 


vs. 


THEODORE  MONROE  HARPER, 


Appellee. 


No.  22590 


BRIEF  OF  APPELLANT 


JURISDICTIONAL  STATEMENT 


Appellee,  a  California  state  prisoner,  filed  an 

18  application  for  writ  of  habeas  corpus  pursuant  to  28  U.S.C. 

19  2241  et  seq. ,  seeking  his  release  from  the  California  Medical 

20  Facility  at  Vacaville,  California.   The  writ  was  granted  by 

21  the  United  States  District  Court  for  the  Eastern  District  of 

22  California.   A  certificate  of  probable  cause  to  appeal  was 

23  issued  October  26,  1967.   This  appeal  is  by  the  State  of 

24  California  pursuant  to  28  U.S.C.  2253. 
25 

23__.__ 


1  appellee's  release  (Tr.  85-90).   Release  was  stayed  for  90  day; 

2  or  such  additional  period  as  may  be  granted  by  the  Court  to 

3  afford  the  State  of  California  an  opportunity  to  grant  petitioi 

4  a  new  trial  or  take  such  other  steps  as  the  Court  may  deem 

5  appropriate  (Tr.  90). 

Q  A  certificate  of  probable  cause  to  appeal  was  issued 

7  October  26,  1967  (Tr.  93).   Notice  of  appeal  was  filed  October 
g  31,  1967  (Tr.  96).   The  state  court  judgment  herein  resulted 
9  from  appellee's  conviction  in  the  Superior  Court  of  the  State 
TO  of  California,  for  the  County  of  Los  Angeles  on  March  20,  1963 
2^2  for  violation  of  Penal  Code  section  261.3  (rape),  two  violatioi 
J,  2  of  Penal  Code  section  288a  (oral  copulation  by  force);  violati< 
2^3  of  Penal  Code  section  207  (kidnaping),  violation  of  Penal  Code 
14  section  4532b  (escape),  and  a  violation  of  Penal  Code  section 
2^5  245  (assault  by  force  likely  to  produce  great  bodily  injury) 

16 (Tr.  31). 

27  The  California  Court  of  Appeal,  Second  Appellate 

]_8Dlstrict,  lEversed  the  convictions  in  Case  No.  2  Crim.  9082  = 
29  Thereafter,  a  petition  for  rehearing  was  filed  and  granted  and 
20  by  unpublished  opinion  dated  October  27,  1965,  the  judgments 
g-,  of  the  superior  court  were  affirmed.   Alleged  Griffin  error 
2pWas  found  nonprejudicial  under  the  California  harmless  Error 
2-,]^ule.   Appellee's  application  for  a  hearing  by  the  California 
2 , Supreme  Court  was  denied  January  12,  1966. 

25 
23 


1  STATEMENT  OF  FACTS 

2  On  the  morning  of  August  18,  1962,  Sandra  Jeanne 

3  Markle  went  to  eat  breakfast  at  Shlpp's  Restaurant  in  Westwood 

4  Village,  Los  Angeles  (RT  38-39).   Appellee  walked  into  the 

5  restaurant  and  followed  her  as  she  left  and  went  shopping 

6  (RT  40-43).   Appellee  gave  her  his  name,  told  her  that  he 

7  was  a  dentist,  that  his  wife  had  just  died,  and  that  he  could 

8  show  her  around  the  village  since  he  knew  the  area  (RT  45,  50) 

9  Without  request.  Harper  carried  Sandra's  groceries  back  to 

10  her  apartment  and  entered  uninvited.   After  several  refusals 

11  to  go  out  with  him,  she  accepted  but  thereafter  v/rote  a  note 

12  saying  she  wasn't  home  (RT  55-56).   Sandra  then  went  to  the 

13  apartment  of  her  neighbor,  Connie  Forbes,  v;here  appellee  again 

14  appeared  20  minutes  later.   After  several  additional  requests 

15  to  go  out,  she  acquiesced  in  the  presence  of  Connie  to  going 

16  to  his  house  for  an  hour  for  dinner  (RT  140-141) .   Her 

17  acceptance  was  influenced  because  she  knew  the  area  where  he 

18  lived,  it  was  not  yet  dark,  and  the  date  was  only  for  an  hour 

19  (RT  60-65).   Connie  Forbes  saw  Sandra  leave  15  minutes  later 

20  (RT  148) . 

21  At  the  residence  claimed  to  be  appellee's  they  had 

22  dinner.   After  dinner,  they  danced  and  Harper  then  began 

25  telling  "sex  jokes"  (RT  73-74).   When  he  started  to  kiss  her, 

24  Sandra  got  up  to  leave,  v7hereupon  he  threw  her  down,  put  his 

25  hands  around  her  throat,  and  told  her  to  unbutton  her  blouse 

23  (RT  75,  78).   She  complied  out  of  fear  (RT  83).   When  she 
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1  again  attempted  to  leave,  he  again  threw  her  down  and  began 

2  choking  her  until,  in  her  words,  "I  thought  1  was  going  to  die 

3  (RT  84-85).   The  choking  caused  her  neck  to  bleed  and  raised 

4  welts  observed  by  her  neighbor,  a  friend,  and  Officer  Buckles 

5  (RT  96,  132,  142,  150).   Sandra  vias'   ordered  to  remove  her 

6  clothing.   Out  of  fear  for  her  life,  she  submitted  to  two 

7  acts  of  sexual  intercourse  in  another  room  and  violations  of 

8  California  Penal  Code  section  288a  (RT  88-96).   AC  the  con- 

9  elusion  of  this  ravishment,  she  was  told  by  Harper  not  to  tell 

10  anyone  what  had  happened, 

11  It  later  appeared  that  the  name  given  to  her  by 

12  appellee  was  his  brother's  and  that  the  residence  also  belonge 

13  to  his  brother  (RT  151,  262).   Harper  gave  various  accounts  of 

14  his  presence  at  this  house  at  the  time  of  his  arrest  and  twice 

15  attempted  to  escape  from  police  custody  (RT  152-155,  159,  167- 

16  168,  182). 
17 

18 
19 
20 
21 
22 
23 
24 
25 
23 


1  SPECIFICATION  OF  ERRORS 

2  1.   Appellee  has  deliberately  bypassed  his  state 

3  court  remedies  by  intentionally  electing  not  to  file  a  petitio 

4  for  hearing  in  the  state  court  following  the  denial  of  his 

5  motion  to  recall  the  remittitur  in  the  Court  of  Appeal. 

6  2.   The  District  Court  erred  in  concluding  that 

7  comment  upon  appellee's  failure  to  testify  in  violation  of 

8  Griffin  v.  California ,  380  U.S.  609,  was  not  harmless  beyond 

9  a  reasonable  doubt. 

10  SUMMARY  OF  ARGUMENT 

11  The  transcript  of  record  in  this  case  reflects  that 

12  appellee  deliberately  bypassed  his  state  court  remedies  in 

1^  this  case  by  intentionally  withdrawing  subsequent  motions  for 

14  relief  by  way  of  petition  for  rehearing  and  petition  for 

1^  hearing  in  the  California  Suprem.e  Court  following  the  denial 

16  of  his  motion  to  recall  the  remittitur  in  the  California  Court 

17  of  Appeal. 

18  Error  in  commenting  on  appellee's  failure  to  testify 

19  prior  to  the  decision  of  the  United  States  Supreme  Court  in 
^°  Griffin  V.  California,  380  U.S.  609,  was  harmless  beyond  a 

21  reasonable  doubt  under  the  Fahy-Chapman  standard.   This  con- 

22  elusion  follows  from  the  overx\7helming  weight  of  uncontroverted 

23  direct  evidence  presented  by  the  prosecution  in  its  case  in 

24  chief  coupled  with  uncontroverted  rebuttal  evidence  which  esta 

25  lished  the  futility  of  the  defense  of  unconsciousness  to  the 

26  point  of  demonstration. 
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1  ARGUMENT  I 

2  I.    APPELLEE  HAS  DELIBERATELY  BYPASSED 

HIS  STATE  COURT  REMEDIES 

3 

4  In  this  case,  appellee  filed  the  instant  petition 

5  for  habeas  corpus  without  having  first  presented  his  con- 

6  tention  to  the  requisite  state  courts.   On  March  2,  1967,  the 

7  United  States  District  Court  for  the  Eastern  District  of 

8  California  directed  appellee  to  file  with  the  California  Court 

9  of  Appeal  a  motion  to  recall  tlie  remittitur  pursuant  to  Rule 

10  25,  California  Rules  on  Appeal.   Jurisdiction  was  retained 

11  pending  the  application  (Tr.  11-12).   The  order  to  show  cause 

12  was  issued  on  March  22,  1967,  on  appellee's  assertion  that 

13  the  motion  was  denied  on  March  9,  1967  (Tr,  15-16).   Appellant 

14  is  informed  and  believes  and  thereon  alleges  that  such  denial 

15  was  not  entered  until  March  27,  1967. 

16  As  the  records  of  the  state  court  will  reflect, 

17  however,  no  petition  for  hearing  was  ever  filed  in  the 

18  California  Supreme  Court  following  the  denial  (see  People  v. 

19  Randazzo  (1957)  48  Cal.2d  484,  310  P. 2d  413).   The  highest 

20  Court  in  the  state,  whose  decision  in  People  v.  Chapman  and 

21  Teale  (1965)  63  Cal.2d  178  (Rvd.  Chapman  v.  California  (1967) 

22  386  U.S.  18)  formed  the  basis  for  the  error  which  appellee 

23  now  asserts,  has  never  had  an  opportunity  to  pass  upon  this 

24  important  question. 

25  The  record  in  this  case  reflects  that  appellee  is 

was  ^^ 

23  aware  of  this  procedure  because  it/ invoked  on  his  original 
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1  appeal.   His  petition  for  hearing  on  the  original  appeal  was 

2  denied  on  January  12,  1966.   More  importantly,  a  letter 

3  written  by  appellee  on  March  25,  1967  (Tr.  19-20)  reflects 

4  not  only  his  awareness  of  state  procedures  and  federal  pro- 

5  cedural  rules,  but  also  specifically  states  that  he  requested 

6  the  California  Court  of  Appeal  to  withdraw  any  subsequent 

7  motions  for  further  proceedings  in  the  state  courts.   Con- 

8  sidering  the  District  Court's  order  and  appellee's  awareness 

9  of  the  procedure,  it  can  only  be  concluded  that  he  has  de- 

10  liberately  bypassed  his  state  remedies.   See  U.S.  ex  rel 

11  Holloway  v.  Reinke  (1964)  229  F.Supp.  132,  139;  Kuhl  v.  United 

12  States,  370  F.2d  20  (9th  Cir. ,  1966). 

13  II.   THE  DISTRICT  COURT  ERRED  IN  CONCLUDING  THAT 

COMMENT  UPON  APPELLEE'S  FAILURE  TO  TESTIFY 

14  IN  VIOLATION  OF  GRIFFIN  v.  CALIFORNIA ,  380 
U.S.  609,  WAS  NOT  HARMLESS  BEYONT)  A  REASONABLE 

15  -        DOUBT - 

16  Appellee  Harper  was  tried  and  convicted  in  1963  for 

17  the  offenses  for  which  he  is  now  incarcerated.   Thereafter, 

18  the  United  States  Supreme  Court  announced  its  decision  in 

19  Griffin  v.  California  (1965)  380  U.S.  609,  which  condemned 

20  California's  practice  and  constitutional  provision,  Article  I, 

21  section  13,  which  sanctioned  comment  upon  a  defendant  s  failur 

22  to  testify.   For  this  error,  appellee's  convictions  were  re- 

23  versed  on  appeal,  but  a  rehearing  was  granted  and  on  the 

21  authority  of  People  v.  Bostick  (1965)  62  Cal.2d  820,  44  Cal. 
25  Rptr.  649,  402  P. 2d  529,  the  judgments  of  conviction  were 
23  affirmed  by  the  application  of  California's  harmless  error 
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1  provision,  Caiitornia  Constitution  Article  VI,  section  4^ 

2  (now  Art.  VI,  §  13). 

3  Appellee  Harper  then  filed  the  petition  for  writ 

4  of  habeas  corpus  in  this  case  alleging  error  in  failure  to 

5  apply  the  harmless  error  standard  applicable  to  federal  con- 

6  stitutional  error  announced  in  Chapman  v.  California  (1967) 

7  386  U.S.  18o   The  United  States  District  Court  for  the  Easterr 

8  District  of  California  granted  the  writ,  stating: 

9  "After  carefully  reviewing  the  entire  argument 
IQ              of  the  prosecutor  in  this  case,  I  am  not  convinced 
11               that  the  comments  in  regard  to  the  failure  of  the 
3^2      defendant  to  testify  were  harmless  under  the  Fahy- 
2_3      Chapman  standard.   The  prosecutor's  remarks  on 

14  this  point  were  persistent  and  repetitious.   Further- 

15  more  the  prosecutor's  remarks  were  accentuated  by 

16  the  giving  of  CALJIC  Instruction  No.  51  (Revised) 

17  in  a  form  modified  by  the  trial  judge.   Accordingly 

18  I  conclude  that  the  petitioner  is  entitled  to  a 

19  trial  which  is  free  of  the  unconstitutional  in- 

20  fluence  to  which  he  was  subjected."   (Tr.  90.) 

21  '  Appellant  respectfully  submits  that  there  is  no 

22  reasonable  possibility  that  the  comment  and  instruction  in 

23  this  case  could  have  contributed  to  appellee's  convictions. 
2.1  We  initially  observe,  of  course,  that  error  in  commenting 

2"  upon  a  defendant's  failure  to  testify  in  violation  of  Griffin 
23  does  not  require  automatic  reversal;  Griffin  error  may  be 
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1  declared  harmless  beyond  a  reasonable  doubt  in  an  appropriate 

2  case  (Chapman  v.  California,  386  U.S.  18,  22).   The  United 

3  States  Supreme  Court  in  Chapman  specifically  rejected  the 

4  contention  that  all  constitutional  error  requires  reversal 

5  per  se.   The  Court  went  so  far  as  to  note  the  value  of  harmles 

6  error  rules  for  they  "...  serve  a  useful  purpose  insofar 

7  as  they  block  setting  aside  convictions  for  small  errors  or 

8  defects  that  have  little,  if  any,  liklihood  of  having  changed 

9  the  result  of  the  trial  .  .  .  .  "   Chapm.an  v,  California,  386 

10  U.S. 18,  22.   Thus,  this  case  must  not  be  reversed  if  the  erroi 

11  can  be  declared  harmless  beyond  a  reasonable  doubt. 

12  We  also  note,  however,  as  did  the  California  Supreme 

13  Court,  that  the  writ  need  not  be  granted  f or  tiie  sole  reason 

14  that  we  might  be  able  to  conceive  of  some  possibility,  however 

15  remote,  that  a  jury  could  have  been  marginally  influenced  by 

16  the  comm^ent  in  question.   The  Chapman  test  is  couched  in  terms 

17  of  "reasonable  doubt"  and,  as  the  courts  tell  every  juror  who 

18  sits  in  judgment  in  a  criminal  case,  a  reasonable  doubt  must 

19  be  more  than  a  "possible"  doubt,  since  complete  certainty  is 

20  unattainable  in  the  affairs  of  men  (People  v.  Modesto  (1967) 

21  66  Cal.2d  695,  712,  59  Cal.Rptr.  124,  427  P. 2d  788).   In  this 

22  connection,  we  are  dealing  with  reasonable  possibilities  and 

23  honest,  fair-minded  jurors  (Chapman,  p.  26). 

24  The  evidence  in  this  case  was  overxA/helming  against 

25  appellee.   The  victim,  Sandra  Jeanne  Markle,  first  testified 
2q  for  the  prosecution  to  the  crimes  occurring  on  August  18,  1962 

10 


1  (RT  35).   Appellee  saw  her  and  followed  her  to  her  apartment 

2  that  morning  despite  her  attempts  to  discourage  him  (RT  40-41^ 

3  He  had  attempted  to  engage  her  in  conversation  by  telling  her 

4  that  he  lived  in  the  neighborhood,  that  his  wife  had  recently 

5  died,  and  that  he  worked  as  a  dentist  in  a  particular  office 

6  building  (RT  50).   After  several  refusals  to  accept  a  date 

7  with  appellee,  Sandra  Jeanne  Markle  finally  acquiesced,  in 

8  the  presence  of  a  neighbor,  to  accompany  petitioner  to  dinner 

9  for  an  hour.   This  acceptance  was  influenced  by  the  fact  that 
]_0  it  was  still  light  out,  she  knew  the  area,  andtiie  date  was 

11  only  to  last  an  hour  (RT  60-65).   Her  neighbor,  Connie  Forbes, 

12  corroborated  these  facts  and  sax^z  Sandra  leave  on  the  date  15 

13  minutes  later  (RT  137-141,  148).   The  victim  testified  to  con- 

14  duct  establishing  the  sexually  motivated  offenses  charged  in 

15  Counts  I,  II,  III,  V  and  VII  (RT  74-98).   Compliance  with 

16  appellee's  actions  was  secured  by  choking  her  until,  in  her 

17  words,  "I  thought  I  was  going  to  die."   The  choking  caused  hei 

18  neck  to  bleed  (RT  75,  85,  96).   Afterwards,  appellee  told  her 

19  not  to  tell  anyone  about  the  events  of  the  evening  (RT  98) . 

20  Upon  her  return  to  the  apartment,  Sandra  told  Connie 

21  Forbes  what  transpired  and  the  police  were  summoned  (RT  142- 

22  147).   Connie  observed  the  ra5 marks  on  Sandra's  face  and  throc 

23  (RT  142).  Frances  Breen,  a  friend  who  stopped  by  that  evening 
2_^  testified  to  the  same  effect  (RT  131-132).  One  of  the  arresti 
o,-   officers,  Jess  R.  Buckles,  also  observed  the  throat  marks 

25  (RT  150). 
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1  Appellee  was  arrested  later  that  evening.   He  tried 

2  to  pretend  that  no  one  was  home  and  started  to  slip  out  the 

3  side  door  when  he  was  arrested.   It  was  then  discovered  that 

4  the  residence  did  not  belong  to  appellee  as  claimed,  but  rathe 

5  to  his  brother,  who  was  the  dentist  (RT  151,  262).   At  this 

6  time,  appellee  stated  that  he  was  a  relative  taking  care  of 

7  the  house  (RT  152).   He  later  stated  that  he  was  a  transient 

8  from  Chicago  and  gave  a  false  name  (RT  155,  159,  182).  I^^len 

9  appellee  was  taken  to  the  prosecutrix,  he  was  immediately 

10  identified  as  her  assailant  (RT  153-154).   Officer  Buckles 

11  also  testified  to  an  attempt  by  petitioner  to  escape  from 

12  his  custody  en  route  to  the  jail  (RT  153-154).   Another  escape 

13  was  attempted  after  booking  (RT  167-168).   To  show  the  use  of 

14  force  by  appellee  and  the  lack  of  consent  by  Sandra  Markle, 

15  the  prosecution  also  introduced  the  testimony  of  three  witness 

16  v7ho  testified  to  prior  offenses  by  appellee  involving  similar 

17  conduct  -  drinking,  obscenities,  and  choking  (RT  194,  219,  232 

18  The  evidence  in  this  case  was  not,  as  in  Chapman,  a 

19  reasonably  strong  circumstantial  web  of  evidence  gainst  appell 

20  this  was  an  irrefutable  web  of  direct  evidence.   This  direct 

21  evidence  was  supplied  not  only  by  the  victim,  Sandra  Markle, 

22  ^ho  testified  to  the  sexual  crimes  committed  against  her  on 

23  August  18,  1962,  but  also  by  the  corroborative  testimony  of 

24  those  who  saw  her  with  appellee  and  who  witnessed  her  dis- 

25  sheveled  appearance  and  the  red  marks  and  bruises  on  her  face 
23  and  throat.   Additional  evidence  was  supplied  from  appellee's 
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1  guilty  conduct;  his  false  and  inconsistent  explanations  at 

2  the  time  of  his  arrest  that  same  evening  and  his  attempts  to 

3  escape  on  two  subsequent  occasions.   There  was  in  this  case 

4  no  absent  x^7itness  to  the  crimes  themselves  as  in  Fontaine  v. 

5  California, U.S.  (4/8/68),  v/here  the  informer  who 

6  purchased  narcotics  was  not  even  called.   There  was  no  weaknes 

7  inherent  in  the  prosecution  evidence  itself  as  in  Anderson  v. 

8  California,  U.S.  ,  No.  652  Misc.  (4/1/68),  where  the 

9  People's  evidence  not  only  showed  the  defendant's  denials,  but 

10  also  reflected  that  the  victim  of  the  forgery  himself  knew  the 

11  defendant  and  his  brother,  but  nevertheless  allegedly  accepted 

12  a  check  issued  to  a  third  person.   In  this  case,  there  is  no 

13  similar  gap  in  the  People's  evidence  that  could  be  or  had  to 

14  be  filled  by  comment.   But  more  importantly,  there  was  no 

15  defense  attempt  to  controvert  this  evidence.   The  defense  here 

16  accepted  unqualifiedly  the  commission  of  the  acts  alleged,  but 

17  sought  to  suggest  the  defense  of  unconsciousness  (Calif.  Pen. 

(RT  259-262) 

18  Code  §  26(5))./  Comment  was  harmless  beyond  a  reasonable  doubt 

19  The  conclusion  of  harmlessness  is  fortified  by  the 

20  instruction,  CALJIC  51  (Revised),  which  is  only  partially  re- 

21  fleeted  in  Chapman  at  footnote  2.   The  instruction  continues 

22  srid  contains  cautionary  material  (CST  44).   It  tells  the  jury 

23  that  if  a  defendant  does  not  have  knowledge  he  would  need  to 

24  deny  or  explain,  it  would  be  unreasonable  to  draw  an  inference 

25  against  him.   What  more  perfect  case  for  the  application  of 
25  such  a  qualification   than  where  the  sole  defense  is  the 
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1  suggestion  of  unconsciousness  -  the  defendant  is  unconscious 

2  of  what  transpired?   This  is  not  the  circumstantial  case  re- 

3  presented  by  Chapman  where  Mrs.  Chapman  was  arrested  not  at 

4  the  scene  as  was  appellee  in  this  case,  but  in  St.  Joseph, 

5  Missouri,  and  where  a  critical  question  requiring  explanation 

6  was  the  alleged  bus  ride  from  Ukiah  (see  People  v.  Teale,  63 

7  Cal.2d  178,  185).   There  is  no  possibility  that  comment  could 

8  have  any  prejudicial  effect  under  this  instruction  because 

9  the  facts  were  direct,  precise,  and  uncontroverted.  On  the 

10  facts  of  this  case,  if  the  defense  of  unconsciousness  were 

11  accepted,  no  inference  could  be  drawn.   The  same  rationale 

12  logically  applies  to  the  sanity  phase  of  the  trial.   Moreover, 

13  the  instruction  also  informs  the  jury  that  the  failure  to 

14  explain  or  deny  does  not  create  a  presumption  of  guilt  or  by 

15  itself  warrant  an  inference  of  guilt,  nor  does  it  relieve  the 

16  prosecution  of  its  burden  (elsewhere  explained  (CST  5-6)   of 

17  proving  every  essential  elem.ent  of  the  crime  and  the  guilt  of 

18  the  defendant  beyond  a  reasonable  doubt.   The  adjuration  is 

19  repeated  that  no  lack  of  testimony  on  defendant's  part  will 

20  supply  a  failure  of  proof  by  the  People  (CST  44).   Also, 

21  elsewhere,  the  jury  was  instructed  that  if  the  evidence  was 

22  susceptible  of  two  interpretations,  each  reasonable,  one 

23  pointing  to  guilt,  the  other  to  innocence,  it  was  the  jury's 

24  duty  under  the  law  to  adopt  that  interpretation  which  will 

25  admit  of  innocence,  rejecting  that  of  guilt  (CST  3l) . 

2  3  The  conclusion  that  error  xv'as  harmless  beyond  a  reasc 

14 


1  able  doubt  is  equally  clear  respecting  the  defense.   The 

2  defense  introduced  the  testimony  of  three  psychiatrists,  who 

3  had  examined  appellee  tv70  years  previously  for  a  different 

4  purpose.   They  stated  that  appellee  had  a  form  of  epilepsy 

5  in  1960  (RT  338,  362,  407).   Defense  counsel  contended  that 

6  this  evidence  showed  continued  epilepsy  two  years  later  on 

7  the  dates  in  question  because  epilepsy  is  incurable  (RT  269, 

8  625).   One  of  appellee's  own  psychiatrists  specifically  stated 

9  however,  that  he  had  no  knowledge  whether  appellee  was  in  a 

10  seizure  of  any  type  on  the  dates  in  question  (RT  352).   Anothe 

11  defense  psychiatrist  testified  that  the  condition  was  activate 

12  by  drinking  (RT  407),  but  this  was  contradicted  by  the  defense 

13  itself  when  it  introduced  the  testimony  of  a  girl  who  went 

14  out  for  a  drink  with  appellee  in  August  of  1962,  but  appellee 

2/ 

15  did  nothing  to  her  (RT  463T.   The  People  in  rebuttal  intro- 

16  duced  the  testimony  of  the  Medical  Director  of  the  County 

17  Facilities  of  Correction,  appointed  by  the  Court,  who  found  no 

18  evidnece  of  epilepsy  in  September  1962,  the  time  in  question 

19  (CT  15,  RT  551-6).   Restated  also  that  appellee  had  three 

20  times  refused  to  submit  to  an  electroencephalogram  although 

21  appellee  had  undergone  these  tests  four  times  in  years 

22 / 

23  l_l  This  evidence  was  apparently  adduced  to  preclude 

a  voluntary  intoxication  argum.ent  (RT  465)  . 
2-; 


23 
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3/ 
i  previous. 

2  Other  evidence  demonstrates  that  the  possibility  of 

3  unconsciousness  as  a  defense  evaporated  into  inherent  in- 

4  credibility  in  this  case.   Appellee  not  only  had  previously 

5  admitted  that  he  had  never  suffered  epilepsy  or  blackouts, 

6  RT  498,  but  he  also  had  previously  stated  that  he  had  influenc 

7  and  manipulated  psychiatric  testimony  before  a  court  and  that 

8  prescriptions  of  dilantin  got  him  out  of  serious  police  troubl 

9  (RT  600-601).   Uncontradicted  was  the  testimony  in  rebuttal  of 
20  Dr.  Hunter  Brown,  a  neuro-surgeon,  that  an  epileptic  seizure  i 

11  evidenced  by  the  victim's  loss  of  recall  for  the  experience 

12  (RT  653).   Appellee's  conduct  on  the  day  in  question,  from 

23  his  introduction  to  the  victim  under  a  false  name,  the  invita- 

24  tion  to  a  house  falsely  described  as  his  own,  the  conduct 

25  at  the  home  resulting  in  the  crimes  charged,  his  recital  of 

26  past  and  future  events,  and  his  order  not  to  tell  others 

27  about  the  events  were  a  total  negation  of  an  epileptic  condit: 

28  on  August  18  and  19,  1962  (RT  660-661).   Dr.  Brown  stated  it 

29  would  be  impossible  for  a  person  to  be,  at  that  time,  in  a 
20  state  of  epileptic  seizure  (RT  657-658). 

21 

3i/        Three  of  the  four  previous  tests  reflected  normal 

2p    records  (RT  514-516).  The  fourth  test  consisted  of  two  reading 

the  second  of  which  was  v.'ithin  normal  limits  (RT  637)  .   The 
23  first  reading  only  suggested  "spiking"  which  is  only  sometimes 

associated  with  psychomotor  epilepsy  (RT  640-642) .   It  could 
2^    not  be  said  that  the  person  on  whom  the  reading  was  taken  had 

any  form  of  epilepsy.   Hyperventilation,  a  method  of  deep 
2--  breathing  utilized  to  produce  latent  deviations,  failed  to 

produce  such  results  (RT  643-644) . 

23 

16 


1  Thus,  although  defense  evidence  standing  alone  may 

2  have  suggested  the  barest  possibility  of  unconsciousness  as 

3  a  defense,  the  evidence  in  rebuttal  completely  established 

4  its  futility  to  the  point  of  demonstration.   Apart  from  the 

5  comment  in  this  case,  no  reasoning  juror  could  have  reached 
g  a  contrary  result.   The  comment  served  to  heighten  the  pro- 

7  secution's  case  not  one  iota.   In  a  word,  it  was  superfluous. 

8  No  defense  evidence  related  to  the  year  in  question, 

9  much  less  the  dates  in  question.   Assuming  that  v^e  are  dealing 
■j_0  with  honest,  fair-minded  jurors  who  consider  the  evidence  and 

21  the  instructions,  there  is  no  possibility,  no  reasonable 

■j_2  possibility,  of  a  resultmore  favorable  to  petitioner  in  the 
2_3  absence  of  the  constitutionally  forbidden  comment.   It  can  be 

24  declared  beyond  a  reasonable  doubt,  that  comment  on  appellee's 

25  failure  to  testify  was  harmless.   In  this  case,  the  "benefit" 
1Q   found  by  the  Supreme  Court  to  exist  in  harmless  error  rules  ma 

27  properly  be  invoked  for  they  "...  serve  a  useful  purpose 

28  insofar  as  they  block  the  setting  aside  convictions  for  small 

29  errors  or  defects  that  have  little,  if  any,  liklihood  of  havin 
20  changed  the  result  of  the  trial.  ..."  Chapman  v.-  California 

22  386  U.S.  18,  22. 

22  / 

25 

2i  """" 
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1  CONCLUSION 

2  For  the  foregoing  reasons,  appellant  respectfully 

3  submits  that  the  ruling  of  the  District  Court  herein  should 

4  be  reversed. 

5  Respectfully  submitted, 

6  THOMS  C.  LYNCH 

Attorney  General 

7 

DORIS  H.  MAIER 
8  Assistant  Attorney  General 


ARNOLD  0.  OVEROYE 
Deputy  Attorney  General 

Attorneys  for  Appellant 
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IN  THE 
UNITED  STATES  COURT  OF  APPEALS 
FOR  THE  NINTH  CIRCUIT 


No.   22591 
OPENING  BRIEF  FOR  APPELLANTS 

STATEMENT  OF  PLEADINGS  AND  FACTS 

Thomas  Fred  Wallace  and  Norma  May  Wallace,  plain- 
tiffs below,  appeal  from  the  Judgment  of  the  United 
States  District  Court  for  the  District  of  Arizona 
entered  the  29th  day  of  November,  196? ,  the  Honorable 
Walter  E.  Craig  presiding,  granting  the  motion  for 
summary  judgment  filed  herein  by  defendants,  and  dis- 
missing plaintiffs'  complaint  [TR  46]. 

Notice  of  appeal  and  cost  bond  on  appeal  were 
filed  on  December  21,  1967  [TR  47-48]  and  this  Court 
has  jurisdiction  by  virtue  of  28  U.S.C.A.  §  1291. 

This  action  is  a  sequel  to  a  previous  action  in 
the  Superior  Court  of  the  State  of  Arizona  in  and  for 
the  County  of  Maricopa  wherein  the  plaintiffs,  appel- 
lants herein,  sued  to  recover  damages  as  a  result  of 
injuries  sustained  by  them  in  an  automobile  accident 
occurring  on  the  3rd  day  of  August,  1964,  and  caused 


by  the  negligent  operation  of  a  certain  1957  Chevrolet 
automobile  by  one  Kenneth  Russell  Lewis.   Plaintiffs 
below  instituted  this  action  in  the  United  States  Dis- 
trict Court  to  recover  the  unpaid  balance  of  a  judgment 
rendered  in  the  State  Court  action  on  the  25th  day  of 
January,  1967 3  in  favor  of  plaintiffs  and  against  de- 
fendants Kenneth  Russell  Lewis  and  Joe  F.  Potts  and 
Bonnie  Potts.   Defendant's  liability  is  based  upon 
a  policy  of  liability  insurance  issued  by  them  to 
one  Nelson  Olson  doing  business  as  Olson  Motors,  which 
policy  covered  the  use  of  the  1957  Chevrolet  automobile 
by  Kenneth  Russell  Lewis  as  a  permissive  user  under  an 
omnibus  clause  in  the  policy  as  required  by  A.R.S.  §  28- 
1170(B)2,  at  the  time  of  the  collision.   The  District 
Court  had  jurisdiction  by  virtue  of  28  U.S.C.A.  1332. 

Summary  judgment  was  subsequently  entered  in  favor 
of  the  defendant.   It  is  plaintiffs'  position  that  the 
summary  judgment  entered  herein  should  be  reversed  and 
remanded  with  directions  to  enter  judgment  for  the 
plaintiffs  because  the  vendor  of  a  motor  vehicle  is 
deemed  the  owner  of  the  motor  vehicle  and  the  vendee 
is  deemed  to  be  operating  the  vehicle  with  the  permis- 
sion of  the  vendor  for  purposes  of  the  omnibus  coverage 
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in  a  public  liability  policy,  after  the  sale  of  a  motor 
vehicle,  but  prior  to  compliance  with  the  formalities 
of  the  Arizona  Motor  Vehicle  Code,  A.R.S.  §  28-314,  re- 
garding the  transfer  of  title  and  reregistration  of 
motor  vehicles. 

STATEMENT  OF  THE  CASE 

Thomas  Fred  Wallace  and  Norma  May  Wallace,  appel- 
lants in  this  action,  were  also  plaintiffs  in  a  suit 
filed  with  the  Superior  Court  of  the  State  of  Arizona, 
in  and  for  the  County  of  Maricopa,  being  Cause  No. 
166356  in  the  said  court.   The  Wallaces  sought  to  re- 
cover damages  as  a  result  of  an  automobile  accident 
occurring  on  or  about  August  3,  1964,  when  a  1957  Chev- 
rolet being  driven  by  one  Kenneth  Russell  Lewis  on  State 
Highway  89,  Yavapai  County,  Arizona,  collided  with  an 
automobile  being  driven  by  Thomas  Fred  Wallace  and  in 
which  Norma  May  Wallace  was  a  passenger  [TR  I6-I8]. 
The  1957  Chevrolet  had  been  taken  in  by  Olson  Motors  of 
Williams,  Arizona,  from  a  Mr.  Jack  Dent  in  trade  for  a 
new  car.   Thereafter,  the  1957  Chevrolet  was  sold  by 
Olson  Motors  on  July  30,  1964,  to  one  Douglas  Ezell, 
manager  of  the  Potts  Motor  Company  of  Phoenix,  Arizona. 
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[Deposition  of  Robert  Y.  Stokan  p.  17;  TR  2k'].      Four 
days  later,  on  August  3,  1964,  the  day  of  the  accident, 
Lewis,  who  had  been  hired  by  Ezell  and  acting  within 
the  course  and  scope  of  his  employment,  picked  the  sub- 
ject automobile  up  at  Olson  Motors  in  Williams,  and  was 
at  the  time  of  the  accident  transporting  the  vehicle  to 
the  Phoenix  place  of  business  of  the  Potts  Motor  Company 
[TR  24] . 

The  purchase  of  the  subject  vehicle  had  been  paid 
for  with  a  sight  draft  drawn  on   the  account  of  Ezell, 
and  upon  presentation  the  sight  draft  was  paid  in  the 
amount  of  $650  [TR  25].   However,  the  certificate  of 
registration  and  title  to  the  subject  1957  Chevrolet 
was  never  actually  signed  over  to  either  Douglas  Ezell 
or  the  Potts  Motor  Company,  as  required  by  Arizona  Re- 
vised Statutes  §  28-3l4(A)*/  [TR  25]. 

Thomas  Fred  Wallace  and  Norma  May  Wallace,  insti- 
tuted the  prior  state  court  action  against  defendants, 
Lewis,  Potts  and  Ezell  on  the  l8th  day  of  September, 
1964,  in  the  Maricopa  County  Superior  Court.   Notice  of 
the  pendency  of  this  lawsuit,  together  with  a  demand 
that  it  be  defended  by  Employers  Casualty  Company,  was 
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given  to  both  Olson  Motors  and  Employers  Casualty  Com- 
pany on  or  about  March  2,  1966  [TR  39];  however,  the 
suit  was  not  defended  by  Employers  Casualty  Company. 
The  matter  was  subsequently  tried  before  the  Maricopa 
County  Superior  Court,  and  plaintiffs  in  this  action 
obtained  a  verdict  for  their  damages  against  Lewis  and 
Potts  in  the  amount  of  $50,000.   Judgment  thereon  was 
subsequently  entered  on  the  25th  day  of  January,  I967 
[TR  17,  20]. 

Subsequently,  and  on  or  about  the  2nd  day  of 
March,  1967,  the  present  action  was  instituted  by 
Thomas  Fred  Wallace  and  Norma  May  Wallace,  plaintiffs, 
against  Employers  Casualty  Company,  defendant,  in  the 
United  States  District  Court  for  the  District  of  Ari- 
zona.  Plaintiffs*  complaint  alleged  that  prior  to  the 
3rd  day  of  August,  1964,  the  defendant.  Employers 
Casualty  Company,  had  issued  to  Nelson  Olson,  doing 
business  as  Olson  Motors,  a  liability  insurance  policy, 
and  further  alleged  that  said  insurance  policy  covered 
the  use  of  the  said  automobile  by  Kenneth  Russell  Lewis 
on  the  3rd  day  of  August,  1964,  by  virtue  of  the  inclu- 
sion therein  of  an  omnibus  clause  as  required  by 
A.R.S.  §  28-1170(B)2*/  [TR  I6-I8] .   Defendant's  answer 
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admits  that  defendant  had  issued  to  Nelson  Olson,  doing 
business  as  Olson  Motors,  an  automobile  dealer's  liabil- 
ity policy  of  insurance,  but  expressly  denies  that  said 
policy  covered  the  use  of  the  1957  Chevrolet  automobile 
by  Kenneth  Russell  Lewis  under  the  circumstances  [TR 
19-22], 

Subsequently,  both  plaintiffs  and  defendant  moved 
for  summary  judgment  [TR  23,  TR  31].   The  only  question 
presented  was  whether  the  vendor  of  a  motor  vehicle  is 
still  deemed  the  owner  of  the  vehicle  and  the  vendee 
deemed  to  be  operating  the  vehicle  with  his  permission 
for  purposes  of  the  omnibus  coverage  in  a  public  liabil- 
ity policy,  after  the  sale  of  a  motor  vehicle,  but  prior 
to  compliance  with  the  formalities  of  the  Arizona  Motor 
Vehicle  Code,  A.R.S.  §  28-31^  regarding  the  transfer  of 
title  and  reregistration  of  motor  vehicles.   The  court 
granted  defendant's  motion  for  summary  judgment  and 
judgment  for  the  defendant  was  entered  on  the  29th  day 
of  November,  196?  [TR  ^6]. 
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SPECIFICATION  OF  ERROR 

The  District  Court  erred  in  holding  as  a  matter  of 
law  that  the  vendor's  motor  vehicle  liability  coverage 
did  not  extend  to  the  buyer  as  a  permissive  user  under 
the  omnibus  clause  of  the  vendor's  liability  insurance 
policy  where  the  vendor  failed  to  transfer  title  upon  the 
sale  of  a  motor  vehicle  in  violation  of  A.R.S.  §  28-31^. 

ARGUMENT 


AUTOMOBILE  DEALER'S  PUBLIC  LIABILITY 
POLICY  CONTINUES  IN  FORCE  COVERING 
AUTOMOBILE  UNTIL  SALE  OF  AUTOMOBILE 
IS  CONSUMMATED  BY  COMPLIANCE  WITH  THE 
REGULATIONS  GOVERNING  THE  TRANSFER  OF 
THE  CERTIFICATE  OF  TITLE 


The  central  issue  in  this  case  is  whether  or  not 
failure  to  transfer  title  upon  the  sale  of  a  motor  ve- 
hicle, in  violation  of  the  applicable  statute,  in  this 
case  A.R.S.  §  28-31^,  operates  to  extend  the  vendor's 
liability  coverage  to  the  buyer  under  the  omnibus  clause 
of  the  vendor's  liability  policy.   The  courts  have  con- 
sistently answered  this  question  in  the  affirmative. 

In  U.S.    Fidelity    &    Guaranty    Corp.    v.    Myers   Motors, 
143  F.  Supp.  96  (D.C.  Va.  1956),  a  vehicle  was  sold  and 
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delivered  to  the  purchaser;  however,  the  financing  was 
still  unsettled  and  the  certificate  of  title  had  not 
yet  been  endorsed  by  the  sales  agency  and  delivered  to 
the  purchaser.   The  Virginia  Motor  Vehicle  Registration 
Law  (which  is  similar  to  the  Arizona  statute)  required 
that  the  seller  endorse  the  title  on  the  reverse  side 
and  deliver  it  to  the  purchaser.   A  full  month  after 
delivery  of  the  vehicle  the  purchaser  was  in  an  acci- 
dent.  The  court  held  that  even  though  the  sale  of  an 
automobile  would  have  constituted  a  completed  sale  but 
for  the  Virginia  Certificate  of  Title  Law,  failure  to 
comply  with  that  lav/'s  requirements  as  to  transfer  of 
certificate  of  title  resulted  in  legal  title  remaining 
in  seller;  and  the  public  liability  garage  policy  in- 
suring the  seller  against  claims  arising  out  of  the 
ownership  of  any  automobile  in  connection  with  its 
automobile  dealership,  would  cover  claims  arising  out 
of  accident  of  which  buyer  became  Involved.   The  fol- 
lowing language  of  that  decision  is  applicable  to  the 
case  at  bar. 

"Upon  the  facts  found,  it  is  my  conclusion 
that,  but  for  the  Certificate  of  Title 
law,  the  transaction  between  Harris  and 
Myers  constituted  a  completed  sale  and 
all  ownership  of  the  1952  Mercury  would 
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have  passed  from  Myers  Motors  Inc.,  to 
Harris.   However,  under  the  Virginia  Cer- 
tificate of  Title  law,  before  legal  title 
to  an  automobile  can  be  transferred  in 
Virginia,  the  owner  is  required  to  endorse 
an  Assignment  and  Warranty  of  Title  upon 
the  reverse  side  of  the  Certificate  of 
Title  and  deliver  to  the  Purchaser  at  the 
time  of  the  delivery  of  the  vehicle.  Sec- 
tion ii6-84.   Section  A5-85  requires  the 
purchaser  to  immediately  forward  the  Cer- 
tificate, so  endorsed,  to  the  Division  of 
Motor  Vehicles,  and  it  is  made  a  penal  of- 
fense not  to  comply  with  these  requirements 

Shortly  after  its  enactment  the  Certifi- 
cate of  Title  law,  in  its  application  to 
a  situation  substantially  similar  to  the 
one  here,  came  before  the  Supreme  Court  of 
Appeals  in  Virginia,  for  construction  in 
Thomas  v.  Mullens,  153  Va.  383.  1^9  S.W. 
^494,  iJ97.   Noting  that  the  Certificate  of 
Title  law  'is  essentially  a  police  protec- 
tion of  the  public,  and  its  provisions  are 
mandatory  in  their  terms',  the  court  held 
that  the  Certificate  of  Title  law,  not  hav- 
ing been  complied  with,  '.  .  .  then  the 
contract  of  sale  was  merely  executory  and 
not  executed'  .  .  =  . 

It  must  be  conceded  that,  if  the  transac- 
tion here  under  consideration  was  merely 
an  executory  contract  of  sale,  then 
'ownership'  of  the  1952  Mercury  automobile 
remained  in  Myers  Motors,  Inc.,  the  in- 
sured .... 

To  me,  the  conclusion  seems  inescapable 
that  the  doctrine  of  Thomas  v.  Mullens, 
supra,  controls  the  decision  of  this  case. 
Undoubtedly,  Harris,  as  the  vendee  in  an 
executory  contract  of  sale,  acquired  some 
rights,  but  it  is  my  conclusion  that,  as 
the  certificate  of  title  law  was  not  com- 
plied with,  the  legal  title  to  the  automo- 
bile in  question  remained  in  Myers  Motors, 
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Inc.   That  being  true,  its  'ownership' 
remained  in  Myers  Motors,  Inc.,  the  in- 
sured, subject  only  to  such  rights  as 
Harris  might  have  as  vendee  in  an  exec- 
utory contract  of  sale. 

It  follows  that  a  judgment  will  be  en- 
tered declaring  that  the  policy  of  in- 
surance here  in  controversy  covers  any 
liability  which  may  result  from  the 

collision  in  which  Karris  was  involved, 
ti 

•    •    • 

The  rule  in  California  is  to  the  same  effect,  and 
until  the  formalities  required  by  the  California  Vehicle 
Code  are  met,  the  vendor  of  a  motor  vehicle  is  still 
deemed  the  owner  of  the  vehicle  and  the  vendee  is  driv- 
ing with  his  permission  for  purposes  of  the  omnibus 
coverage  in  a  public  liability  policy,  see  Harbor  Ins.    Co. 
V.    Paulson,    135  Cal.  App .  2d  22,  286  P. 2d  870  (1955),  a 
leading  case  in  point.   See  also.  Traders    &   General 
Ins.    Co.    V.    Pacific   Employers'    Ins.    Co.,    130  Cal.  App. 
2d  158,  278  P. 2d  493  (1955). 

"[B]ut  the  rule  is  now  well  settled  that 
a  conditional  vendor  is  considered  the 
owner  of  a  vehicle  and  the  conditional 
vendee  is  held  to  be  the  operator  with 
permission  of  the  owner  where  the  vendor 
delivers  possession  to  the  vendee  and 
fails  to  comply  with  §  177  with  reference 
to  giving  notice  of  the  transfer  prior  to 
the  occurrence  of  the  accident." 

(278  P. 2d  at  496) 
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Votaw    V.    Farmers   A.    Inter-Ins.    Exoh.y 
15  Cal.  2d  2h,    97  P. 2d  958; 

Sly    V.    American    Indemnity    Co .  ^ 

127  Cal.  App.  202,  15  P. 2d  522;  and 

Stoddard  v.    Maines ,    337  P. 2d  855  (1959)  [where  the  auto- 
mobile dealer  failed  to  give  notice  of  an  automobile 
transferred  under  a  conditional  sales  contract  not 
later  than  the  date  of  the  dealer's  next  business  day, 
such  failure  deprived  the  dealer  of  exemption  from  lia- 
bility, and  the  dealer  was  liable  for  the  negligence  of 
the  conditional  vendee  in  the  operation  of  the  vehicle 
which  had  not  been  previously  registered  in  the  condi- 
tional vendee's  name]. 

Allstate    Ins.    Co.    v.    Hartford  Accident    &   Indemn. 
Co.,    311  S.W.2d  41  (Mo.  1958),  involved  an  action  by 
automobile  buyer's  liability  insurer  against  the  sel- 
ler's liability  insurer  to  recover  an  amount  paid  in 
satisfaction  of  a  judgment  obtained  against  buyer  by 
third  parties.   It  was  held  by  the  Missouri  Court  that 
(a)  under  a  liability  policy  covering  the  ownership, 
maintenance,  or  use  of  premises  for  purpose  of  auto- 
mobile dealer  and  operations  incidental  thereto,  and 
defining  "insured"  as  including  persons  using  the  auto- 
mobile with  permission  of  the  dealer  as  the  named  insured, 
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and  (b)  where  the  sale  of  the  automobile  had  been  agreed 
on  and  the  automobile  itself  delivered,  but  title  had  not 
passed  at  the  time  of  the  accident  because  the  statutory 
requirements  had  not  yet  been  complied  with^  (c)  buyer 
was  operating  with  "permission"  of  dealer  and  hence  ac- 
cident was  covered  by  dealer's  policy. 

In  another  leading  decision,  Eggerding   v.    Bicknell^ 
20  N.J.  106,  118  A. 2d  820  (1955),  it  was  squarely  held 
by  the  New  Jersey  Court  that  an  automobile  dealer  which 
had  yet  to  transfer  title  to  one  of  its  vehicles  in  ac- 
cordance with  the  statutory  procedure  was  still  the 
owner  thereof  for  purposes  of  insurance  coverage  under 
the  terms  of  its  policy.   [It  should  be  noted  that  the 
dealer  in  Eggerding   had  assigned  the  certificate  of 
title  in  blank  in  the  same  manner  as  the  dealer  in  this 
case.]   In  holding  that  a  failure  to  comply  with  the 
statute  operates  to  extend  insurance  coverage  to  damages 
done  by  the  buyer,  the  court  went  on  to  note  as  a  matter 
of  public  policy  that  an  automobile  liability  insurance 
contract  is  to  be  liberally  construed  for  protection  not 
only  of  the  named  insured  but  also  of  innocent  persons 
injured  by  the  negligent  operation  of  an  insured  automo- 
bile along  a  public  highway. 
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Under  a  very  strong  Ohio  statute  the  same  results 
obtain.   In  Farm   Bureau  Mutual   Automobile   Ins.    Co.    v. 
Motorists   Mutual    Ins.    Co.,    110  Ohio  App .  12,  168  N.E.2d 
159  (1957),  it  was  held  that  where  the  purchaser  of 
automobile  collided  with  another  automobile  nearly  ^ 
months  after  the  purchase,  and  after  the  dealer  had 
assigned  title  to  purchaser  but  before  purchaser  signed 
application  for  title  as  required  by  Ohio  law,  the  auto- 
mobile dealer  was  the  owner  of  the  automobile  within  its 
public  liability  policy  and  the  automobile  was  used  in 
connection  with  dealer's  operation  within  its  policy  and 
dealer's  insurer  was  therefore  primarily  liable  on  claim 
against  the  purchaser. 

"The  trial  court  held,  and  we  are  in  ac- 
cord, that  the  use  of  the  automobile  by 
the  purchaser  with  the  dealer's  permis- 
sion until  title  had  passed,  in  conformity 
with  the  Ohio  Certificate  of  Title  law, 
would  be  a  use  incident  to  and  in  connec- 
tion with  the  assured' s  operation  of  the 
business  as  a  dealer." 

(168  N.E.2d  162) 

nationwide   Mutual    Ins.    Co.    v.    Motorists   Mutual   Ins. 
Co.,    1160  Ohio  App.  22,  186  N.E.2d  208  (1961),  involving 
an  action  between  two  insurers  for  a  declaratory  judgment 
as  to  their  liability  for  any  damages  that  might  be  re- 
covered in  an  action  pending  against  a  certain  individual:, 
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held  that  liability  coverage  on  an  automobile  under  a 
garage  policy  issued  to  an  automobile  dealer  which  sold 
the  automobile  and  immediately  delivered  it  to  purchaser 
continued,  under  statute  pertaining  to  transfer  of  title 
until  a  certificate  of  title  on  the  automobile  was  issued 
to  the  purchaser  even  though  purchaser  had  made  full  pay- 
ment of  the  agreed  price.   See  also,  Wheelev   v.    State 
Farm  Mutual   Auto   Ins.    Co.^    I83  N.E.2d  2^4  (Ohio  App .  1962) 

Clearly  strong  considerations  of  public  policy  per- 
meate this  area.   An  automobile  liability  policy  is 
liberally  construed  for  the  protection  not  only  of  the 
named  insured  but  of  third  persons  who  may  be  sued  by 
reason  of  the  operation  of  the  vehicle  concerned.   In 
Maryland   Casualty    Co.    v.    American    Family    Ins.    Group    of 
Madison,    Wisconsin,    199  Kan.  273,  423  P. 2d  931  (196?)  , 
it  was  held  under  a  Kansas  statute  making  it  unlawful 
to  sell  a  registered  vehicle  without  assigning  the  cer- 
tificate of  title  and  making  any  such  sale  fraudulent 
and  void,  that  public  policy  required  that  the  statute 
making  it  unlawful  to  sell  registered  vehicles  without 
assigning  the  certificate  of  title  should  be  liberally 
enforced  for  the  protection  of  third  persons  who  suffer 
injury  from  the  hands  of  a  buyer  who  obtains  possession 
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and  control  of  the  automobile  from  the  seller. 

The  same  policy  considerations  apply  under  Arizona 
law.   In  Schecter   v.    Killing sworthy    93  Ariz.  273,  380 
P. 2d  136  (1963)  [holding  Arizona  Financial  Responsibil- 
ity Act  constitutional];  and  Jenkins    v.    Mayflower  Ins. 
Exoh. ,    93  Ariz.  287,  380  P. 2d  1^5  (1963)  [holding  the 
omnibus  clause  prescribed  in  Financial  Responsibility 
Act  to  be  a  part  of  every  motor  vehicle  liability  policy 
as  a  matter  of  law] ,  the  principal  purpose  of  the  Ari- 
zona Legislature  in  requiring  an  omnibus  clause  as  a 
portion  of  the  State's  Financial  Responsibility  Act  was 
held  to  be  : 

"[T]he  protection  of  the  public  using  the 
highways  from  financial  hardships  which 
may  result  from  the  use  of  automobiles 
by  financially  irresponsible  persons  . 
.  .  .  the  providing  of  security  against 
uncompensated  damages  arising  from  opera- 
tion of  motor  vehicles  on  our  highways." 

Schecter    v.    Killing sworth ^    supra, 

380  P. 2d  at  1^0;  and 

Jenkins    v.    Mayflower   Ins.    Exch. ,    supra, 

380  P. 2d  at  1^7. 

See  also  Votaw   v.    Farmers   Automobile   Inter   Ins.    Exch. , 
supra,    Eggerding    V.    Bicknell,    supra,    and  Harbor   Ins.    Co. 
V.    Paulson,    supra. 
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It  follows  therefore  that  the  citation  of  cases 
dealing  with  the  sale  of  motor  vehicles  generally  but 
not  concerned  with  public  liability  coverage  offers  no 
persuasive  guide  or  precedent  in  this  case.   The  cases 
above  cited  universally  distinguish  between  the  rights 
of  buyer  and  seller,  between  themselves  as  a  matter  of 
sales  law,  and  the  rights  of  innocent  third  persons 
against  the  vendor's  insurance  carrier  as  a  matter  of 
insurance  law.   Compare  generally,  Civil   Service   Em- 
ployers  Ins.    Co.    V.    Wilson,    25  Cal.  Rptr.  30^,  with 
Harbor   v.    Paulson ,    supra.      Likewise,  the  line  of  cases 
so  ably  distinguished  by  the  court  in  Harbor   v.    Paulson, 
supra,    is  likewise  inapplicable  to  the  facts  in  this 
case  since  no  failure  to  comply  with  the  title  statutes 
was  presented  in  those  cases. 

Clearly  the  decisions  cited  above  represent  the 
overwhelming  weight  of  modern  authority  in  the  fact 
situation  at  bar.   It  follows  therefore  that  the  legal 
result  of  the  vendor's  failure  to  reregister  title  to 
the  subject  vehicle  in  accordance  with  the  applicable 
statute  upon  the  sale  of  the  vehicle,  is  that  the  buyer 
must  be  held  to  have  operated  the  vehicle  with  the  per- 
mission of  the  vendor.   The  defendant's  liability  policy 
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therefore  Inured  to  the  benefit  of  the  plaintiffs  at 
the  time  of  the  accident  between  the  buyer's  agent, 
Lewis,  and  the  plaintiffs. 

CONCLUSION 

For  the  reasons  above  stated,  plaintiffs  respect- 
fully submit  that  the  trial  court  erred  as  a  matter  of 
law  in  granting  summary  judgment  to  the  defendant   and 
plaintiffs  respectfully  request  that  the  judgment  of 
the  District  Court  herein  be  reversed  and  remanded  with 
instructions  to  enter  judgment  for  the  plaintiffs. 

Respectfully  submitted, 

GOLDMAN  &  RIPPS 


g  /s/  Charles  H.  Ripps 


Charles  H.  Ripps 

1120  Arizona  Title  Building 
Phoenix,  Arizona   85OO3 

Attorneys  for  Appellants 


17 
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Notary  Public 
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APPENDIX 


Appendix 


ARIZONA  REVISED  STATUTES 


§  28-31^.   Transfer  of  title;  rereglstratlon 

A.   When  the  owner  of  a  registered  vehicle  transfers 
or  assigns  his  title  or  interest  thereto,  the  registra- 
tion of  the  vehicle  shall  expire,  but  the  number  plates 
assigned  to  the  vehicle  shall  remain  thereon.   Upon  the 
transfer  or  assignment,  the  owner  shall  remove  the  regis- 
tration card  issued  for  the  vehicle  and  endorse  upon  the 
reverse  side  thereof  the  name  and  address  of  the  trans- 
feree and  the  date  of  transfer,  and  shall  immediately 
forward  the  card  to  the  vehicle  division.   The  ovjner 
shall  also  endorse  on  the  back  of  the  certificate  of 
title  to  the  vehicle,  if  issued,  any  assignment  thereof, 
with  the  v/arranty  of  title  in  the  form  printed  thereon, 
and  shall  deliver  the  certificate  to  the  purchaser  or 
transferee  at  the  time  of  delivery  to  him  of  the  motor 
vehicle,  except  as  provided  in  §  28-323-   The  purchaser 
or  transferee,  except  as  provided  in  §  28-315,  v/ithin 
ten  days  after  the  transfer  shall  apply  for  and  obtain 
the  registration  of  the  vehicle  by  presenting  the  cer- 
tificate of  title  thereto  to  the  vehicle  division,  c.c- 
companied  by  the  required  fee,  vjhereupon  a  new  certifi- 
cate of  title  shall  be  issued  to  the  purchaser  or 
transferee . 
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§  28-1170,   ''Motor  vehicle  liability  policy"  defined 

A 

B.   The  owner's  policy  of  liability  insurance  must 
comply  with  the  following  requirements: 

JL  •     •   o   «   « 

2.   It  shall  insure  the  person  named  therein  and 
any  other  person^  as  insured,  using  the  motor  vehicle 
or  motor  vehicles  with  the  express  or  implied  permis- 
sion of  the  named  insured,  against  loss  from  the  lia- 
bility imposed  by  law  for  damages  arising  out  of  the 
ownership,  maintenance  or  use  of  the  motor  vehicle  or 
motor  vehicles  within  the  United  States  or  the  Dominion 
of  Canada,  subject  to  limits  exclusive  of  interest  and 
costs,  with  respect  to  each  motor  vehicle  .... 
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No.  22591 
In  the 


United  States  Court  of  Appeals 

For  the  Ninth  Circuit 


Thomas  Fred  Wallace  and  Norma  May 
Wallace,  husband  and  wife, 

Appellants, 
vs. 

Employers  Casualty  Company, 

Appellee. 


Opening  Brief  for  Appellee 


FACTS 

For  ease  of  reference  throughout  this  brief,  the  letters 
Tr.  will  be  used  for  the  Transcript  and  the  parties  will  be 
referred  to  by  their  designation  below,  that  is,  Thomas  Fred 
Wallace  and  Norma  May  Wallace  will  be  referred  to  as 
plaintiffs  and  Employers  Casualty  Company  will  be  re- 
ferred to  as  defendant. 

The  facts  are  brief  and  there  is  no  factual  issue  and 
the  parties  below  agreed  on  the  facts  so  that  the  propriety 
of  the  District  Court  in  entering  summary  judgment  in  this 
matter  is  not  in  question. 
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Plaintiffs  Thomas  Fred  Wallace  and  Norma  May  Wallace 
filed  an  action  in  the  Maricopa  County  Court,  State  of  Ari- 
zona, being  Cause  No.  1G6356.  In  that  action  they  sought 
damages  as  a  result  of  an  automobile  accident  occurring 
August  3,  1964.  The  accident  occurred  on  Highway  89  in 
the  State  of  Arizona  in  Yavapai  County.  This  highway  runs 
from  Williams,  Arizona  to  Phoenix,  Arizona. 

At  the  time  of  the  accident  a  1957  Chevrolet,  then  and 
there  being  driven  by  Kenneth  Russell  Lewis,  collided  with 
the  Wallace  vehicle  being  driven  by  Thomas  Fred  Wallace. 
In  the  State  Court  action,  Olson  Motors  of  Williams,  Ari- 
zona was  not  made  a  party.  The  complaint  alleged  that  the 
driver  of  the  1957  automobile,  Kenneth  Russell  Lewis,  was 
acting  within  the  course  and  scope  of  his  employment  with 
Potts  Motor  Company  of  Phoenix,  Arizona.  In  the  State 
Court  action  judgment  was  rendered  in  favor  of  Mr.  and 
Mrs.  Wallace  and  against  the  various  defendants  in  that 
suit.  At  the  time  of  the  judgment  Employers  Casualty 
Company  had  issued  to  Olson  Motors  of  Williams,  Arizona, 
a  policy  of  insurance.  It  is  plaintiffs'  claim  that  said  policy 
covered  Kenneth  Russell  Lewis  while  he  was  operating  the 
1957  Chevrolet  automobile.  It  is  the  position  of  defendant, 
Employers  Casualty  Company,  that  the  policy  of  insurance 
was  not  applicable  since  the  car  had  been  sold  and  an  exe- 
cuted sale  had  taken  jilace.  It  is  the  defendant's  position 
that  Olson  Motors  no  longer  owned  the  vehicle  nor  did  they 
give  or  have  any  right  to  give  or  refuse  the  permission  to 
Kenneth  Russell  Lewis  to  drive  the  1957  Chevrolet  auto- 
mobile. 

Through  the  deposition  of  Mr.  Robert  Stokan,  the  man- 
ager of  Olson  Motors,  the  following  facts  were  established: 
The  1957  Chevrolet  had  been  taken  in  from  Mr.  Jack  Dent 
on  trade  for  a  new  car  by  Olson  Motors.  Thereafter  it  was 
sold  to  a  Douglas  Ezell  by  Olson  Motors.  Among  the  duties 
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of  Mr.  Stokan  was  the  sale  of  used  cars  including  wholesale. 
Mr.  Stokan  had  been  with  Olson  Motors  since  1960  and  in 
line  of  authority  was  directly  under  Mr.  Olson,  the  owner. 
After  the  sale  of  the  car,  Kenneth  Russell  Lewis,  acting  for 
and  on  behalf  of  Douglas  Ezell  and  Potts  Motors,  picked 
up  the  car  at  Olson  Motors'  lot  in  Williams,  Arizona,  and 
was  driving  it  to  Phoenix.  It  was  while  he  was  on  his  way 
to  Phoenix  with  the  vehicle  that  the  accident  occurred. 

Stokan  further  testified  that  the  1957  Chevrolet  had  been 
sold  to  Douglas  Ezell  and  that  neither  he  nor  Olson  Motors 
had  ever  employed  Kenneth  Russell  Lewis  nor  given  him 
any  directions  as  to  the  driving  of  the  vehicle.  Stokan  fur- 
ther testified  in  his  deposition  that  it  was  the  intent  of  Olson 
Motors  and  himself  that  the  car  had  been  sold  and  Kenneth 
Russell  Lewis  was  picking  it  up  for  the  new  owner,  Douglas 
Ezell.  He  further  testified  that  Olson  Motors  was  paid  for 
the  car  and  actually  received  the  money  for  it.  (Pg.  36-41 
of  his  deposition.)  The  payment  for  the  car  was  with  a 
sight  draft  and  upon  presentation  of  this  sight  draft,  $650 
in  cash  was  paid  to  Olson  Motors.  The  money  was  actually 
deposited  in  the  account  of  Olson  Motors  and  all  of  the 
bookkeeping  records  and  entries  evidencing  this  transaction 
were  marked  at  the  deposition  of  Mr.  Stokan  as  exhibits. 

It  was  established  in  the  deposition  of  Mary  Cross  who 
is  employed  by  the  Arizona  Highway  Department,  Motor 
Vehicle  Division,  as  supervisor  of  titles  and  records,  that 
on  the  day  of  the  accident  the  certificate  of  registration  and 
title  had  not  been  signed  over  to  Douglas  EzeP 
The  policy  in  question  provided  as  follows: 

"To  pay  on  behalf  of  the  insured  all  sums  which  the 
insured  shall  become  legally  obligated  to  pay  as  dam- 
ages because  of  bodily  injury,  sickness  or  disease,  in- 
cluding death  at  any  time  resulting  therefrom,  sus- 
tained by  any  person,  caused  by  accident  and  arising 
out  of  the  oivnersJiip,  maintenance  or  use  of  any  auto- 
mobile." (Emphasis  supplied) 
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It  is  the  position  of  the  defendant  that  under  Arizona 
law  pertaining  to  the  sale  of  automobiles,  ownership  had 
been  conveyed  under  an  executed  contract  of  sale  to  Doug- 
las Ezell  and  therefore  the  policy  of  insurance  in  question 
did  not  operate  to  provide  coverage  for  the  automobile  in 
question. 

It  is  the  position  of  the  plaintiffs  that  the  sale  had  not 
been  consummated  and  that  the  driver  Kenneth  Russell 
Lewis  was  an  omnibus  insured  under  the  policy  of  insur- 
ance issued  by  defendant  to  Olson  Motors. 

ARGUMENT 

Plaintiffs  have  cited  in  their  brief,  several  cases  from 
other  jurisdictions  dealing  with  the  law  in  those  jurisdic- 
tions relating  to  the  transfer  of  automobile  titles.  Too  well 
established  to  even  require  a  citation  is  the  proposition  of 
law  that  a  Federal  Court  is  obligated  to  follow  State  law 
with  respect  to  matters  of  substantive  law  as  opposed  to 
l^rocedure.  This  rule  was,  of  course,  established  in  the  case 
of  Erie  Railroad  Company  v.  Thomphins,  304  U.S.  64,  82 
L.Ed.  1188.  For  this  reason  it  is  the  feeling  of  the  defend- 
ant that  Arizona  law  controls  the  question  before  this  court 
at  this  time  and  that  this  court  would  be  obligated  to  follow 
and  apply  the  Arizona  case  law  with  respect  to  this  situ- 
ation. 

Arizona  in  1927,  in  the  Fourth  Special  Session  of  the  Leg- 
islature passed  what  is  now  A.E.S.  28-314  reading  as  fol- 
lows: 

"A.  "When  the  owner  of  a  registered  vehicle  transfers 
or  assigns  his  title  or  interest  thereto,  the  registration 
of  the  vehicle  shall  expire,  but  the  number  plates  as- 
signed to  the  vehicle  shall  remain  thereon.  Upon  the 
transfer  or  assignment,  the  OAvner  shall  remove  the 
registration  card  issued  for  the  vehicle  and  endorse 
upon  the  reverse  side  thereof  the  name  and  address  of 
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the  transferee  and  the  date  of  transfer,  and  shall  im- 
mediately forward  the  card  to  the  vehicle  division.  The 
owner  shall  also  endorse  on  the  back  of  the  certificate 
of  title  to  the  vehicle,  if  issued,  any  assignment  thereof, 
with  the  warranty  of  title  in  the  form  printed  thereon, 
and  shall  deliver  the  certificate  to  the  purchaser  or 
transferee  at  the  time  of  delivery  to  him  of  the  motor 
vehicle,  except  as  provided  in  §  28-323.  The  purchaser 
or  transferee,  except  as  provided  in  §  28-315,  within 
ten  days  after  the  transfer  shall  apply  for  and  obtain 
the  registration  of  the  vehicle  by  presenting  the  certifi- 
cate of  title  thereto  to  the  vehicle  division,  accom- 
panied by  the  required  fee,  whereupon  a  new  certificate 
of  title  shall  be  issued  to  the  purchaser  or  transferee." 

Following  the  adoption  of  this  jirovision,  at  least  three 
cases  have  ruled  on  the  effect  of  this  provision.  They  are 
Stephens-Franklin  Motors,  Inc.  v.  Lamhros,  71  Ariz.  389, 
228  P.2d  267,  and  Patterson  Motors,  Inc.  v.  Cortez,  2  Ariz. 
App.  298,  408  P.2d  231,  and  the  most  recent  case  being 
Price  V.  Universal  C.I.T.  Credit  Corp.,  102  Ariz.  227,  427 
P.2d  919. 

In  the  first  of  these  three  cases,  the  buyer  purchased  an 
automobile  paying  therefor  on  the  date  of  the  sale.  There- 
after the  seller  performed  certain  repairs  and  the  buyer 
took  and  accepted  immediate  possession  and  delivery  of 
the  vehicle  on  the  date  of  the  sale.  Thereafter  there  devel- 
oped a  long  course  of  breakdowns  and  repairs  on  the  ve- 
hicle. Suit  was  filed  against  the  seller  claiming  that  the 
buyer  was  entitled  to  receive  damages  by  reason  of  the 
vehicle  not  comporting  with  certain  representations.  The 
defendant  dealer  raised  an  issue  that  the  car  was  not  sold 
at  the  time  that  the  problems  developed  since  the  date  of 
the  sale  negotiation  was  August  23,  1946,  and  the  certificate 
of  title  and  warranty  was  not  mailed  until  September  11, 
1946.  The  court  held: 
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"There  is  no  merit  to  defendant's  contention  tliat  this 
was  an  execntory  sale.  In  this  case  the  sale  negotiations 
took  place  August  23,  194().  Tlie  buyer  on  that  day  paid 
for  the  car  and  after  the  seller  performed  certain 
repairs,  took  and  accepted  innnediate  delivery.  The 
actual  delivery  of  the  goods  is  of  the  greatest  impor- 
tance in  showing  the  intention  of  the  parties  to  pass 
title  and  it  is  accordingly  a  general  rule  that  in  ab- 
sence of  contrary  agreement,  the  delivery  and  accept- 
ance of  the  property  vests  the  title  in  the  buyer.  46 
Am.Jiir.,  Sales,  §  433.  We  therefore  think  it  clear  from 
the  facts  at  hand  this  was  an  executed  sale  completed 
on  August  23, 1946."  (Emphasis  supj)lied) 

In  the  second  of  these  three  cases,  the  jDlaintiff,  as  a 
dealer  of  new  and  used  automobiles,  had  delivered  to  an- 
other dealer  three  vehicles,  title  to  which  was  to  pass  when 
Patterson's  bank  drafts  were  accepted  and  honored,  Patter- 
son being  the  buyer.  The  drafts  were  never  paid  and  in  the 
meantime  the  vehicles  were  sold  to  third  party  purchasers. 
The  court  in  deciding  the  appeal  of  this  case  referred  speci- 
fically to  28-314(a)  and  quoted  the  same.  The  court  had 
before  it  the  question  of  whether  or  not  this  statute  had 
revoked  the  doctrine  of  equitable  estoppel  of  the  Uniform 
Sales  Act.  It  held  that  it  did  not  since  the  statute  did  not 
provide  any  penalties  for  non-compliance.  Therefore,  the 
court  in  effect  held  that  even  in  the  absence  of  comj^lete 
compliance  with  the  statute  regarding  re-registration  of 
the  vehicle,  there  may  still  be  a  completed  sale.  From  the 
foregoing  it  is  clear  that  the  act  of  physical  delivery  of  the 
possession  of  the  vehicle  is  of  great  importance  in  Arizona. 
In  the  instant  ap]:)eal,  it  is  undisputed  and  in  fact  agreed 
that  the  physical  delivery  of  the  vehicle  had  taken  place.  In 
the  plaintiffs'  memorandum  in  o])])osition  to  defendant's 
Motion  for  Summary  Judgment  below,  plaintiffs  stated  that 
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Olson  Motors   Company  of  Williams,  Arizona  "sold  the 
motor  vehicle  to  one  Douglas  Ezell,  receiving  pajanent  and 
delivering  possession." 

The  latter  of  these  three  cases  is  the  most  recent  and 
involves  a  fairly  complicated  fact  situation.  Briefly,  the 
facts  are  as  follows : 

Price  advanced  money  to  a  man  named  Daymus  for  the 
piirehase  of  antomobiles  to  be  sold  in  a  used  car  lot  oper- 
ated by  Daymus.  As  security  for  the  advance  of  the  money, 
Price  held  the  title,  endorsed  in  blank  by  the  seller,  to  each 
car  purchased.  Da^^mls  sold  two  cars  to  two  separate  people 
and  obtained  conditional  sales  contracts  for  the  irarchase 
]n'ice.  These  conditional  sales  contracts  were  then  sold  to 
C.I.T.  for  cash  and  the  purchasers  were  notified  to  make 
their  payments  to  C.I.T.  The  seller,  Da>Tims,  however,  took 
the  money  from  C.T.T.  but  failed  to  pay  Price  and  then 
became  bankrupt.  Price  sent  the  blank  title  to  the  Motor 
Vehicle  Department  but  rather  than  having  them  issued 
in  the  name  of  the  purchasers,  had  them  reissued  in  his 
name.  Many  of  the  issues  decided  by  the  Supreme  Court 
at  that  time  are  not  applicable,  however,  the  issue  as  to 
when  a  sale  had  taken  place  was  decided  as  follows : 

"Appellant  also  argues  that  ownership  of  an  automo- 
bile can  be  transferred  only  by  compliance  with  the 
statutes  of  the  State  of  Arizona,  and  can  be  established 
only  through  the  documentary  evidence  prescribed 
thereby.  He  construes  Pacific  Finance  Company  v. 
Gherna,  supra,  to  mean  that  a  certificate  of  title  must 
be  transferred  and  assigned,  to  effect  a  valid  sale,  and 
that  therefore  the  sales  of  the  automobiles  in  the  in- 
stant case  were  'void  ab  initio.'  " 

In  pointing  out  the  fallacy  of  this  argument,  the  court  said : 
"The  trial  court  foimd  that  it  was  the  custom  for  auto- 
mobile dealers  in  Phoenix  to  handle  the  paper  work 
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and  forward  title  certificates  to  the  Motor  Vehicle  Di- 
vision for  transfer.  If  appellant's  argument  is  correct, 
then  nearly  all  of  the  sales  of  cars  in  Phoenix  are  'void 
ab  initio.' " 

The  court  then  went  on  to  quote  from  Associates  Discount 
Corp.  V.  Hardesty,  74  App.D.C.  44,  122  F.2d  18,  a  United 
States  Court  of  Appeals  case  for  the  District  of  Columbia, 
where  that  court  construes  the  statutes  similar  to  the  statute 
in  the  State  of  Arizona,  and  stated : 

"The  only  sanction  *  *  *  is  that  the  purchaser  cannot 
use  the  automobile  on  the  highways  *  *  *.  The  statute 
provides  only  that  the  'owner'  shall  first  obtain  a  cer- 
tificate. But  it  nowhere  provides  that  he  is  any  less  the 
owner  because  he  fails  to  do  so." 

Based  on  this  reasoning,  our  Supreme  Court  in  the  State  of 

Arizona  then  concluded : 

"We  conclude,  therefore,  that  the  buyers  from  Da>nnus 
acquired  good  title  *  *  *.  Acceptance  of  this  conclusion 
carries  with  it  a  determination  that  the  buyers  had  the 
right  and  the  ability  to  transfer  good  title  to  the 
vehicles  *  *  *." 

Applying  the  law  of  the  State  of  Arizona  with  respect  to 
sales  of  vehicles,  it  is  respectfully  submitted  that  no  other 
finding  can  be  made  than  that  an  executed  sale  had  occurred 
at  the  time  of  the  accident  in  question,  and  Olson  Motors, 
the  insured  of  this  defendant,  no  longer  owned  the  vehicle 
in  question.  Not  owning  the  vehicle  then,  there  could  be  no 
insurance  applicable  to  it,  since  the  vehicle  was  not  either 
owned,  maintained  or  used  by  the  insured.  Furthermore, 
not  owning  the  vehicle,  there  was  no  right  to  grant  permis- 
sion to  drive  it  or  to  deny  permission  to  drive  it,  which  is 
pointed  out  in  cases  cited  later  in  this  brief.  The  new  owner 
had  taken  delivery  of  the  vehicle  and  could  use  it  as  he  saw 
fit. 
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It  is  not  thought  necessary  to  proceed  further  since  de- 
fendant feels  that  tliis  disposes  of  the  matter.  However, 
since  plaintiffs  have  cited  many  cases  in  suj)port  of  their 
position,  defendant  would  comment  only  briefly  with  respect 
to  that  position. 

Defendant  agrees  that  there  is  authority  which  would  sup- 
port the  plaintiffs'  jjosition  were  the  lawsuit  to  be  brought 
in  the  states  from  which  that  authority  came.  However, 
defendant  only  wishes  to  point  out  that  each  of  those  cases 
was  construing  a  statute  peculiar  to  that  jurisdiction.  There 
are  other  jurisdictions  which  support  the  position  of  the 
defendant  in  this  case,  and  without  being  too  lengthy,  these 
cases  are  as  follows : 

Olin  Mathieson  Chemical  Corp.  v.  Southivest  Casualty 
Co.,  149  F.Supp.  600.  This  case  came  from  Arkansas  and 
held  tliat  a  conditional  buyer  does  not  use  the  vehicle  with 
the  permission  of  the  conditional  seller  and  so  is  not  cov- 
ered by  the  omnibus  clause  of  an  insurance  policy  even 
though  the  registration  statute  had  not  been  complied  with. 
This  case  contains  an  outstanding  discussion  of  the  law  with 
respect  to  the  situation  at  hand.  The  question  before  the 
court  at  that  time  was  as  follows : 

"Thus  the  primary  question  before  the  Court  is  wheth- 
er Lester  was  using  the  truck  with  the  permission  of 
the  named  insured,  Meshell,  and  interrelated  with  this 
issue  is  the  subsidiary  question  of  whether  at  the  time 
of  the  accident  Meshell  was  the  owner  of  the  truck  with 
power  to  grant  such  permission." 

In  answering  this  question,  the  Court  quoted  Am.Jur.  in 

the  following  respect : 

"  'As  is  said  in  5  Am.Jur.,  Automobiles,  §  535,  P.  806, 
"For  one's  use  and  operation  of  a  car  to  be  'with  the  ex- 
press or  implied  consent'  of  the  named  insured,  within 
the  meaning  and  effect  of  the  omnibus  clause,  the  rela- 
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tion  of  the  named  assured  to  the  car  must  be  such  that 
he  or  it  is  in  a  position  to  give  consent.'  See  also,  45 
C.J.S.,  Insurance,  §  829,  pp.  900,  901,  and  cases  there 
cited." 

The  court  entered  into  a  fairly  lengthy  but  enlightening 
consideration  of  the  issues  before  it.  The  court  recognized 
the  conflict  between  the  various  jurisdictions  as  to  whether 
compliance  with  the  statutory  provisions  relating  to  certi- 
ficate of  title  are  necessary  to  convey  ownership.  In  this 
respect  it  is  stated : 

"The  courts  are  not  in  agreement  concerning  the  effect 
of  the  failure  of  a  vendor  or  a  vendee  to  comply  with 
statutory  provisions  relating  to  certificates  of  title.  As 
heretofore  noted,  under  the  Ohio  laAV  failure  to  comply 
prevents  title  from  passing.  Garlick  v.  McFarland, 
supra.  Other  jurisdictions  so  holding  include  Missouri, 
Mackie  &  AVilliams  Food  Stores  v.  Anchor  Casualty 
Co.,  8  Cir.,  216  F.2d  317;  and  California,  Harbor  Ins. 
Co.  v.  Paulson,  135  Cal.  App.2d  22,  286  P.2d  870. 
Jurisdictions  holding  that  compliance  with  the  regis- 
tration law  is  not  a  prerequisite  to  passage  of  title 
include  Minnesota,  Johnson  v.  Fidelity  &  Casualty  Co. 
of  N.  Y.,  8  Cir.,  238  F.2d  322 ;  Wisconsin,  Hof slund  v. 
Metropolitan  Casualty  Ins.  Co.,  7  Cir.,  188  F.2d  188; 
and  Iowa,  Federated  Mutual  Implement  &  Hardware 
Ins.  Co.  V.  Bouse,  D.  C.  Iowa,  133  F.Supp.  226." 

The  court  went  on  to  say : 

"The  statutes  are  not  designed  to  change  the  law  with 
regard  to  passage  of  title  upon  either  an  absolute  sale 
or  a  conditional  sale  of  a  vehicle.  One  court  holding  to 
the  contrary  has  admitted  that  the  rule  that  the  vendor 
remains  the  owner,  when  the  registration  statute  is 
not  complied  with  'may  seem  an  artificial  rule,  and  is 
contrary  to  that  of  most  states  *  *  *'.  Harbor  Ins.  Co, 
v.  Paulson,  supra,  at  page  874  of  286  P.2d." 
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In  construing  the  Virginia  law  State  Farm  v.  Liberty 
Mutual,  238  F.Siipp.  141,  said  that  even  though  title  did  not 
pass  because  of  failure  to  comply  with  a  Virginia  statute 
on  titles,  the  seller  could  not  prevent  the  buyer  from  driv- 
ing. Consequently,  there  could  be  no  right  to  give  or  deny 
permission  under  the  policy  of  insurance  and  without  the 
right  to  give  or  deny  permission,  there  was  no  omnibus 
coverage.  In  Royal  Indemnity  v.  Sliue,  182  N.E.2d  796,  an 
Indiana  case,  the  court  held  that  a  conditional  vendee  of  a 
motor  vehicle  does  not  use  with  the  permission  of  a  condi- 
tional vendor  for  the  purposes  of  omnibus  coverage  in  an 
insurance  policy.  The  Indiana  court  in  this  case  stated : 
"Failure   to   strictly  comply  with  title  conveyancing 
statutes  does  not  affect  transfer  of  ownership  of  a 
motor  vehicle.  The  certificate  of  title  is  not  of  itself 
proof  of  ownership  or  legal  title  to  the  vehicle." 

This  case  went  on  to  discuss  whether  or  not  permission 
could  be  granted  under  the  circumstances  where  ownership 
had  been  transferred. 

"This  would  be  so  even  though  Associates  Investment 
Company  had  not  purchased  the  contract,  since  this 
court  has  held,  as  a  matter  of  law,  that  a  conditional 
vendee  does  not  use  an  automobile  with  the  'permis- 
sion'  of  the  conditional  vendor  within  the  meaning  of 
the  'omnibus'  clause  in  a  similar  policy  of  liabilit}^  in- 
surance. Farm  Bureau  Mut.  Ins.  Co.  v.  Emmons  (1952), 
122  Ind.App.  440,  104  N.E.2d  413.  If  Pratt  was  not 
operating  the  car  with  Enyeart's  permission,  then,  cer- 
tainly. Ruby  Nelson  was  not  so  operating  it  at  the  time 
of  the  accident." 

In  Travelers  Indemnity  Co.  v.  Nationwide  Mutual  Insur- 
ance Co.,  227  F.Supp.  958,  the  federal  court  in  discussing 
Virginia  law  stated  that  Virginia  had  adopted  a  very  strict 
attitude  in  construing  their  motor  vehicle  laws.  Yet  the 
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court  held  the  factual  situation  dilTered  from  the  previous 
holdings  in  that  Virginia  had  no  "voiding  clause"  in  their 
registration  statutes  as  Ohio  did.  Arizona  has  no  voiding 
clause  in  its  statute.  In  discussing  the  type  of  statute  Ari- 
zona has : 

"The  important  point  is  that  Virginia  has  no  such 
voiding  statute.  And  wliile  it  is  true  that  generally 
illegal  contracts  or  sales  are  void  and  unenforceable,  a 
majority  of  courts  which,  like  Virginia,  have  only  the 
misdemeanor  penalty  and  no  statute  expressly  voiding 
an  automobile  transfer  for  non-compliance  hold  that 
the  legislators  intended  the  mideameanor  penalty  im- 
posed to  be  exclusive  and  the  transaction  effective 
even  though  the  certificate  is  not  transferred  in  com- 
pliance with  the  statute." 

The  Court  of  Civil  Appeals  of  Texas  in  Aetna  Insurance 
Company  v.  Weatherford,  370  S.W.2d  100  stated : 

"Although  there  are  relatively  few  cases  on  this  point, 
the  rule  appears  to  be  well  settled  that  a  conditional 
vendee  does  not  use  the  insured  vehicle  with  the  con- 
sent or  permission  of  the  conditional  vendor,  and  there- 
fore is  not  within  the  coverage  of  an  omnibus  clause  of 
an  automobile  liability  insurance  policy  as  involved  in 
this  case.  See  36  A.L.K.2d  673;  5A  Am.Jur.,  Auto- 
mobile Insurance,  p.  94.  The  reason  for  this  rule  is  that 
the  automobile  is  no  longer  owned  by  the  insured  in  such 
a  sense  as  will,  legally  speaking,  enable  the  insured  to 
give  or  withhold  his  permission  or  consent  to  the  use  of 
the  automobile  by  the  conditional  vendee,  since  the 
vendor,  though  retaining  title  to  the  car  until  fully  paid 
for,  does  so  for  security  reasons  only  and  has  no  con- 
trol over  the  car  and  no  right  to  its  use." 

Addressing  this  brief  for  a  moment  to  the  question  of 
the  public  policy  of  the  State  of  Arizona,  defendant  would 
bring  to  the  court's  attention  that  the  cases  cited  by  the 
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plaintiffs  in  their  brief  of  Schecter  v.  Killingsworth,  93 
Ariz.  273,  380  P.2d  136,  and  Jenkins  v.  Mayflower  Insurance 
Exchange,  93  Ariz.  287,  380  P.2d  145,  concerned  themselves 
with  the  financial  responsibility  laws  in  the  State  of  Ari- 
zona. In  those  cases  no  issue  was  presented  as  to  the  sale  or 
transfer  of  title  of  a  motor  vehicle.  The  court  did  not  pass 
on  this  issue  nor  did  it  discuss  it  nor  can  there  be  found 
an>^iere  in  the  Financial  Responsibility  Law  of  Arizona, 
any  provision  that  the  seller  of  a  vehicle  shall  remain  re- 
sponsible therefor  or  shall  remain  the  owner  of  that  vehicle 
until  such  time  as  he  has  complied  with  the  registration- 
transfer  provisions  of  the  Code  of  Arizona.  The  court  be- 
low in  addressing  itself  to  counsel  in  fact  pointed  out  that 
should  the  legislature  have  desired  to  do  so,  it  could  have 
written  into  the  Financial  Responsibility  Law  of  the  State 
of  Arizona,  a  provision  that  a  previous  owner  would  remain 
liable  for  the  driving  or  operation  of  the  vehicle  until  such 
time  as  he  had  complied  with  the  title  transfer  statutes. 

It  is  suggested  to  the  court  that  the  cases  cited  by  plain- 
tiffs with  respect  to  the  public  policy  behind  the  Financial 
Responsibility  Law  in  Arizona  deals  with  the  attempt  to 
compel  an  owner  of  a  vehicle  to  insure  that  vehicle.  As 
stated  in  A.R.S.  28-1170  B : 

"The  owner's  policy  of  liability  insurance  must  comply 

with  the  following  requirements : 

1.  It  shall  designate  by  explicit  description  or  by  ap- 
propriate reference  all  motor  vehicles  with  respect  to 
which  coverage  is  thereby  to  be  granted. 

2.  It  shall  insure  the  person  named  therein  and  any 
other  person,  as  insured,  using  the  motor  vehicle  or 
motor  vehicles  with  the  express  or  implied  permission 
of  the  named  insured,  against  loss  from  the  liability 
imposed  by  law  for  damages  arising  out  of  the  owner- 
ship, maintenance  or  use  of  the  motor  vehicle  or  motor 
vehicles  within  the  United  States  or  the  Dominion  of 
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Canada,   subject  to  limits   oxclnsive  of  interest  and 
costs,  witli  respect  to  each  motor  vehicle  as  follows : 

(a)  Ten  thousand  dollars  because  of  bodily  injury  to 
or  death  of  one  person  in  any  one  accident. 

(b)  Subject  to  the  limit  for  one  person,  twenty  thou- 
sand dollars  because  of  bodily  injury  to  or  death  of 
two  or  more  persons  in  any  one  accident. 

(c)  Five  thousand  dollars  because  of  injury  to  or 
destruction  of  propertv  of  others  in  any  one  acci- 
dent." 

Thus,  under  our  factual  situation,  that  responsibility  fell 
upon  Douglas  Ezell  since  an  executed  contract  of  sale  had 
been  entered  into  and  physical  possession  of  the  vehicle 
had  been  assumed  by  the  agent  or  employee  of  Douglas 
Ezell.  Since  Olson  Motors  was  no  longer  the  owner  of  the 
vehicle  and  no  longer  had  any  right  to  use  it  or  direct  the 
fashion  in  which  it  would  be  used,  Olson  had  no  responsi- 
bility to  see  that  it  was  insured.  Thus,  if  there  is  any  appli- 
cation at  all  of  the  Schecter  case  or  Mayflower  case,  supra, 
it  would  apply  only  to  Ezell,  who  was  the  owner  of  the 
vehicle  at  the  time  of  the  accident  and  who  should  have  in- 
sured the  same  to  protect  the  public. 

It  is  clear  that  the  interpretation  placed  upon  the  statutes 
of  the  State  of  Arizona  by  the  State  Courts  is  such  that  a 
literal  compliance  with  the  title  transfer  statute  is  not  re- 
quired in  order  to  effectuate  and  execute  the  sale  of  a  motor 
vehicle.  Consequently,  the  facts  that  are  not  disputed  in 
this  present  case  reveal  that  an  executed  sale  had  occurred. 
Wlien  this  occurred,  there  could  no  longer  be  liability  under 
a  policy  of  insurance  issued  by  the  defendant  in  this  suit  to 
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Olson  Motors.  It  is  therefore  respectfully  requested  that 
this  court  affirm  the  judgment  of  the  court  below. 

Respectfully  submitted, 

O'Connor,  Cavanagh,  Anderson, 
Westover,  Killingsworth  & 
Beshears 

By    Ralph  E.  Hunsaker 

Attorneys  for  Appellee 


I  certify  that,  in  connection  with  the  preparation  of  this 
brief,  I  have  examined  Rules  18,  19  and  39  of  the  United 
States  Court  of  Appeals  for  the  Ninth  Circuit,  and  that,  in 
my  opinion,  the  foregoing  brief  is  in  full  compliance  with 
those  rules. 

Ralph  E.  Hunsaker 
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Supreme  Court  in  Stephens -Franklin   Motors,    Ino.    v.    LambroSj 
71  Ariz.  389,  228  P. 2d  267;  Patterson   Motors,    Inc.    v.    Cor- 
tez,    2  Ariz.  App .  298,  408  P. 2d  231;  and  Price    v.    Universal 
C.I.T.    Credit   Corp.,    102  Ariz.  227,  427  P. 2d  919,  that  the 
owner  of  the  automobile  on  the  date  of  the  collision  between 


the  appellants  and  Kenneth  Russell  Lewis,  who  was  employed 
by  Potts  Motors  of  Phoenix,  Arizona,  v;as  Potts  Motor  Company 
and  not  appellee's  insured,  Olson  Motors  of  Williams,  Ari- 
zona c   As  such,  the  automobile  dealer's  policy  of  liability 
insurance  insuring  Olson  Motors  does  not  apply.   The  ap- 
parent reason  being  that  under  the  Arizona  cases  cited, 
ostensible  ownership  had  passed  to  the  buyer  even  though 
the  Arizona  Certificate  of  Title  Act  requires  certain  pro- 
cedures to  be  followed  before  a  title  is  transferred  to 
the  new  owner.   Then,  going  one  step  further,  appellee 
cites  A.R.S,  §  28-1170(B),  which  talks  about  the  require- 
ments of  an  owner's   policy  of  liability  insurance  and  in- 
fers that  since  as  between  the  automobile  buyer  (Potts 
Motor  Company)  and  the  automobile  seller  (Olson  Motors), 
title  passed  prior  to  any  compliance  with  the  requirements 
of  the  Arizona  Motor  Vehicle  Transfer  of  Title  Act,  that 
the  public  policy  decisions  referred  to  in  appellants' 
brief,  Sahecter   v.    Killing sworth,    93  Ariz.  273,  380  P. 2d 
136,  and  Jenkins    f .  Mayflower   Insurance   Exchange^    93 
Ariz.  287,  380  P. 2d  1^5,  do  not  apply. 

Appellants  can  find  no  fault  with  the  rule  in  Erie 
V.    Thompkins,    but  the  problem  with  the  above  argument  is 
that  the  Arizona  Supreme  Court,  in  its  effort  to  protect 
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the  public  through  the  pronouncements  of  its  decisions 
starting  with  Schecter   v.    Killingsworth^    supra,    and  Jen- 
kins   V.    Mayflower   Insurance    Exchange ,    supra,    have  stated 
the  public  policy  in  the  State  of  Arizona  is  such  that  a 
policy  of  liability  insurance  inures  mainly  to  the  benefit 
of  the  insured  person.   In  Jenkins    the  court  specifically 
refused  to  consider  distinctions  in  language  which  might 
appear  in  a  policy  called  a  "motor  vehicle  liability 
policy"  or  an  "automobile  liability  policy"  or  a  "policy 
of  insurance/'  the  court  saying: 

"Where  the  basis  upon  which  this  act  has 
been  declared  constitutional  is,  'pre- 
venting financial  hardship  and  possible 
reliance  upon  the  welfare  agencies,'  we 
cannot  constitutionally  allow  artful  dis- 
tinctions between  'motor  vehicle  liability 
policy,'  'automobile  liability  policy'  or 
'policy  of  insurance'  to  defeat  the  pur- 
pose of  the  act ,   To  do  so  would  make 
our  opinion  in  Schecter  v.  Killingsworth, 
supra,  a  sham. 

"We  hold,  therefore,  that  the  omnibus 
clause  is  a  part  of  every  motor  vehicle 
liability  policy,  by  whatever  name  it 
may  be  called." 

After  those  two  decisions,  the  Arizona  Supreme  Court 
had  many  additional  occasions  to  redefine  the  law  in  Ari- 
zona as  it  related  to  the  pronouncements  in  both  Jenkins 
and  Saheater.      Those  subsequent  decisions  squarely  show 
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that  the  public  policy  of  Arizona  was  such  that  niceties 
of  technical  ownership  of  the  automobile  would  not  de- 
tract from  the  ability  of  an  insured  person  to  obtain 
the  benefits  of  the  policy  of  insurance. 

In  Sandoval   y.  Chenoweth    (May  25,  196?) ,  102  Ariz. 
2Al,  428  P. 2d  98,  a  default  judgment  had  been  taken 
against  the  tort  feasor  and  no  notice  of  any  nature  was 
given  to  the  insurance  carrier.   As  between  the  tort  feasor, 
insured,  and  the  insurance  company  an  actual  breach  of  the 
policy  terms  existed.   Notwithstanding,  the  Arizona  court 
held  that  because  of  the  established  public  policy  stated 
in  Sohecter y    and  notwithstanding  any  acts  on  the  part  of 
the  driver  or  his  relationship  with  the  insurance  carrier, 
the  public  policy  of  the  State  would  still  be  carried  out. 
The  court  there  quoted  from  Wildman    v.    Government   Employees  ' 
Ins.    Co.,    48  Cal.  2d  31,  307  P. 2d  359,  stating: 

«»«  *  «  [T]he  entire    automobile  financial 
responsibility  law  must  be  liberally  con- 
strued to  foster  its  main  objective  of 
giving  'monetary  protection  to  that  ever 
changing  and  tragically  large  group  of 
persons  who  v/hile  lawfully  using  the 
highways  themselves  suffer  grave  injury 
through  the  negligent  use  of  those  high- 
ways by  others . ' " 

The  next  pronouncement  of  the  Arizona  Supreme  Court 

came  in  Dairyland  Mutual    Insurance    Company    v.    Andersen^ 


4  - 


102  Ariz.  515,  ^33  P. 2d  963  (1967).   This  was  a  garnishment 
proceedings  against  the  insurance  company  with  the  insurer 
contending  that  its  policy  applied  only  in  the  event  that 
the  automobile  was  owned  by  the  driver  and  that  with  re- 
spect to  a  non-owned  automobile,  its  insurance  was  excess. 
The  insurer  was  attempting  to  draw  a  distinction  between 
an  owner's  policy  of  liability  insurance  and  any  other  type 
of  liability  insurance  policy.   The  court  did  not  allow 
such  a  distinction  to  be  made,  holding  that  if  the  auto- 
mobile was  used  by  the  driver  with  permission,  the  policy 
of  insurance  was  available  to  the  injured  party. 

It  is  submitted  that  the  public  policy  of  Arizona  with 
respect  to  insurance  proceeds   being  used  for  the  benefit 
of  those  persons  who  may  suffer  financial  hardship  which 
may  result  by  the  use  of  automobiles  by  financially  irre- 
sponsible persons  is  so  strongly  ingrained  in  the  Arizona 
decisions  that  the  niceties  of  whether  or  not  the  title 
passed  immediately  upon  the  transfer  of  the  car  to  Lewis 
or  passed  at  such  time  as  all  the  requirements  were  met 
with  respect  to  the  right  of  appellants  herein  to  recover 
must  be  resolved  in  favor  of  the  appellants. 

See  further  the  cases  of  Canal   Insurance   Company   v. 
State    Farm   Insurance    Companies,    7  Ariz.  App .  102,  ^36  P. 2d 
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49^;  and  Barley sville   Mutual   Insurance    Co.    v.    Clayton,    ^hO 
P. 2d  916  (May  8,  1968). 

If  this  were  an  action  between  the  buyer  and  seller 
of  the  car,  the  appellee's  argument  could  be  a  favorable 
one  but  when  an  Injured  third  person  is  involved^  the 
public  policy  of  the  State  of  Arizona  takes  over,  and  the 
insurance  on  the  automobile  covers  the  injured  person. 

It  should  be  noted  that  other  courts  have  reached 
similar  decisions  to  the  one  which  appellants  request  of 
this  court.   And  this  analogy  has  been  based  on  the  duties 
required  of  their  insured  versus  the  rights  and  liabilities 
as  between  buyer  and  seller  from  a  commercial  sales  view. 
Were  the  requirements  of  the  Arizona  statutes,  specifi- 
cally A.R.S.  §  28-31^,  such  as  to  make  the  buyer  (Potts 
Motor  Company)  perform  certain  acts  with  respect  to  the 
registration  in  order  to  transfer  title,  the  appellee's 
position  might  be  stronger.   Hov/ever,  A.R.S.  §  28-31^  spe- 
cifically requires  the  transferor  to  do  the  various  and 
necessary  recited  acts  in  order  to  transfer  the  certifi- 
cate of  title.   This  was  the  distinction  relied  on  by  the 
Missouri  Court  in  Sahella   v.    American   Indemnity    Company , 
372  S.W.2d  36.   In  Sahella,    a  garnishment  action  was  in- 
stituted against  a  garage  liability  policyholder's  insurer 
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by  a  plaintiff  who  had  recovered  a  judgment  against  the  pur- 
chaser of  an  automobile  from  the  named  insured.   The  purchaser 
had  not  received  the  certificate  of  title  through  the  mail 
for  about  one  week  after  he  bought  the  automobile  from  the 
dealer  and  after  the  collision  with  the  plaintiff  had  oc- 
curred.  The  court  held  that  the  policy  of  insurance  inured 
to  the  benefit  of  the  injured  party  because  the  previous 
owner 3  the  insured,  had  not  done  or  completed  the  actions 
which  the  insured  was  supposed  to  do,  and  as  such,  the  in- 
sured's liability  carrier  could  not  escape  the  requirements 
of  paying  under  the  policy  even  though  as  between  the  par- 
ties ostensible  title  to  the  motor  vehicle  may  have  passed. 

So  also  did  the  Fourth  Circuit  hold  in  the  1965  case 
of  Clause    v.    American   Mutual    Liability    Insurance    Co.,    3^^ 
P. 2d  l8.   There,  construing  South  Carolina  law,  the  court 
held  that  the  dealer's  policy  applied  until   all  the  re- 
quirements of  the  act  had  been  complied  with  as  the  burden 
was  upon  the  automobile  dealer  to  comply  with  the  required 
acts . 

See  also  Allstate    Insurance    Co.    v.    Hartford  Accident    & 
Ind.    Co.,    311  S.W.2d  4l,  where  the  dealer's  policy  of  insur- 
ance was  held  primarily  liable  as  between  the  dealer's  policy 
and  the  buyer's  policy  when  the  requirements  of  the  Missouri 
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statutes  were  not  complied  with. 

A  garage  liability  policy  should  be  construed  strictly 
against  the  insurer  writing  it  in  case  of  doubt.   See  Con- 
stitutional  Indemnity    Co.    v.    Lane  ^    67  P. 2d  433  (C.C.Ao  6th 
1933).   The  public  policy  of  Arizona  requires  this  court  to 
resolve  this  action  in  favor  of  the  appellants  who  are  the 
injured  innocent  parties,  and  not  in  favor  of  the  automobile 
dealer's  insurance  carrier  that  wishes  to  evade  liability 
based  on  a  legal  nicety  in  sales  law  as  between  the  buyer 
and  seller  of  an  automobile. 

It  is  respectfully  submitted  that  this  court  should 
reverse  the  District  Court  below  and  enter  Judgment  in  favor 
of  the  appellants. 

Respectfully  submitted, 

/s/  Harold  Goldman 


Harold  Goldman 

1120  Arizona  Title  Building 
Phoenix,  Arizona  85003 

Attorney    for  Appellant 
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of  this  briefs  I  have  examined  Rules  l8,  19  and  39  of 
the  United  States  Court  of  Appeals  for  the  Ninth  Circuit, 
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/s/  Harold  Goldman 


Harold  Goldman 


AFFIDAVIT  OF  SERVICE  BY  MAIL 
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/s/  Harold  Goldman 


Harold  Goldman 

Subscribed  and  sworn  to  before  me 
this   5th  day  of  July,  1968. 

/s/  Marvel  A.  Braun 

[SEAL] 

Notary  Public 

My  commission  expires  December  8,  1968 
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No.  22592 


CROSS  -  appellant's  opening  brief 


A.      The  Present  Action 


STATEMENT  OF  PLEADINGS  AND  JURISDICTIONAL 

■        Plaintiff-cross-appellant,  San  Marino  Electronic 
Corporation  (hereinafter  "SME") ,  commenced  the  present  action 
for  declaratory  judgment  of  patent  invalidity  and  non-infringe- 
ment in  October,  1964  (R.  2-30)  ■'■,  shortly  after  SME  had  been 
charged  by  defendant-cross-appellee,  Geo.  J.  Meyer  Manufacturing 
Co.  (hereinafter  "Meyer"),  with  infringement  of  the  patent-in- 
suit,  United  States  Letters  Patent  No.  3,133,640  (hereafter 
"'640  patent").   (R.  26-27;  Ex.  10)   Subsequent  to  Meyer's 
Answer  and  Counterclaim  for  infringement  of  the  '640  patent, 
5ME  filed  a  Second  Amended  Complaint  for  anti-trust  violations, 
leclaratory  judgment  of  patent  invalidity,  non-infringement 
ind  patent  misuse.   (R.  94-146)   Meyer  counterclaimed  for 
)atent  infringement.   (R.  811-832)   Meyer  is  the  assignee  of 
•.he  '640  patent  pursuant  to  a  Patent  Transfer  Agreement  dated 
>eptember  21,  1959  (Ex.  8) (hereinafter  the  "Patent  Transfer  Agreement") 


^"R."  references  are  to  pages  of  the  single,  stipulated  record 
on  appeal. 


B.   Jurisdictional  Statement 
The  Second  Amended  Complaint  alleged  jurisdiction  of  the 
strict  Court  (hereafter  "Trial  Court")  over  the  second  claim 
r  relief  therein;  pleaded  under  §§  1338  and  2201  and  2202  of  the 
dicial  Code  of  the  United  States  (Title  28,  U.  S.  Code),  in  that 
e  action  was  for  declaratory  judgm^ent  with  respect  to  the  validity 
d  alleged  infringement  and  non-enforceability  of  a  United  States 
,^nt  (R.  105-111).   Meyer's  counterclaim  for  infringement  of 
e  '640  patent  averred  jurisdiction  of  the  Trial  Court  also 
der  §  1338  of  Title  28  of  the  Judicial  Code  (R.  154-158) . 
ere  was  further  pleaded  by  SME  in  the  Second  Amended  Complaint, 
a  first  claim  for  relief,  a  claim  under  the  antitrust  laws  of 
e  United  States  (r.  94-104),  and  as  a  third  claim  for  relief, 
claim  for  declaratory  judgment  of  invalidity  and  non-infringe- 
nt  of  another  patent,  Nc .  3,081,666.   (R.  112-116)   The  latter 
aim  for  relief  was  subsequently  dismissed  by  stipulation  of 
e  parties  (R.  810) ;   and  the  antitrust  claim  was  severed  by 
e-Trial  Order  No.  1  and  deferred  both  for  discovery  and  trial 
til  after  the  trial  of  the  second  claim  for  relief  involving 
.tent  No.  3,133,640  (R.  836-837).   The  Trial  Court  concluded  that 

11 

:  had  jurisdiction  over  the  parties  and  the  subject  matter. 

jOnclusion  of  Law  No.  1,  R.  1832;  Conclusign  of  Law  No.  2, 

f 

j  1954)  . 

The  issue  as  to  whether  Meyer  had  misused  the  '640 
tent  was  tried  first  during  September  27,  28,  29  and  30,  and, 
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;ulted  in  a  ruling  in  favor  of  Meyer  (Tr.  ^^725-741)-^.   Findings 
Fact,  Conclusions  of  Law  and  Order  for  Judgment  v;ere  signed  by 
i  Trial  Court  on  January  24,  1967  (R.  1813-1837) .   The  issues 
patent  validity  and  infringement  of  the  '640  patent  were  tried 
imencing  January  3,  1967  and  concluding  January  31,  1967  (Tr.  1-251! 
April  7,  1967,  the  Trial  Court  filed  a  memorandum  of  its 
itative  conclusions  (R.  1847-1851)  and  heard  further  arguments 
counsel  on  April  17,  1967,  with  respect  to  such  tentative 
(elusions  (Tr.  2516-2614).   On  June  9,  1967,  the  Trial  Court 
.ed  a  further  memorandum  of  its  conclusions  respecting  the  issues 
validity  and  infringement  (R.  1862-1867),  and  heard  further 
:uments  of  counsel  with  respect  to  such  conclusions  on  June  16, 
7,  thereupon  indicating  its  final  conclusions  orally  from  the 
,ch  (Tr.  2683-2706).   Findings  of  Fact,  Conclusions  of  Law  and 
er  and  Judgement  (the  latter  referencing  the  Findings  of  Fact 

Conclusions  of  Law  on  the  misuse  issue  signed  January  24,  1967) 
e  entered  October  10,  1967  (R.  1938-1958). 

Although  the  Trial  Court  in  its  October  10,  1967, 
er  and  Judgement  did  not  thus  adjudicate  the  antitrust  claim 

relief  pleaded  in  the  Second  Amended  Complaint,  the  Court 
ressly  determined,  pursuant  to  Rule  54(b)  of  the  Federal  Rules 
Civil  Procedure,  that  there  was  no  just  reason  for  delay  and 
ressly  directed  that  final  judgment  be  entered  upon  all 


r."  references  are  to  the  transcript  of  the  infringement  portion 

trial;  "Tr."  references  with  an  asterisk  are  to  the  trans- 
ipt  of  the  misuse  portion  of  the  trial. 
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vered  claims  theretofore  tried  by  the  Court  (R.  1959-1962) . 
risdiction  of  this  Court  of  Appeals  over  the  present  appeal  is, 
erefore,  predicated  upon  28  U.S.C.  §  1291. 

SME's  Notice  of  Cross-Appeal  was  filed  November  20, 
67.   (R.  1969) 

C.   Scope  of  the  Cross-Appeal 

SME  appeals  from  those  portions  of  the  Order  and 
dgment  entered  on  October  10,  1967,  dismissing,  upon  their 
rits,  she's  claims  that  Meyer  has  misused  its  patent  and  been 
ilty  of  unclean  hands;  awarding  Meyer  its  costs  incident  to 
ial  on  the  issue  of  misuse  as  taxed  by  the  Clerk;  and  directing 
at  each  party  bear  its  o\-m   attorney's  fees. 


4. 


STATEMENT  OF  THE  CASE 


A.   Summary  of  the  Facts. 
■L  1.   Introduction. 

P  This  statement  of  the  facts  is  set  forth  pursuant 

Rule  18.2,  Rules  of  the  United  States  Court  of  Appeals  for  the 
nth  Circuit.   It  is  SME  '  s  contention  on  appeal  that  the  Trial 
art  erred  in  failing  to  conclude  that  Meyer  misused  the  '640 
tent  and  in  failing  to  award  SME  its  reasonable  attorneys'  fees 

view  of  Meyer's  course  of  inequitable  conduct  since  its 
quisition  of  rights  under  the  Patent  Transfer  Agreement.  To  this 
d,  this  summary  is  directed  to  two  classes  of  facts:   (1) those 
ich  establish  the  framework  of  the  instant  controversy  and 
ncern  the  business,  activities  and  products  of  the  parties 
tigant  and  the  commercial  background  against  which  such 
siness,  activities  and  products  are  set;  and,  (2)  those  which 
aonstrate  Meyer's  activities  within  this  framework,  and  the 
feet  thereof,  and  establish  the  basis  upon  which  SME ' s  claims 
rein  are  based. 

2.   SME's  Business  and  Activities.. 
SME  is  a  small  California  corporation  having  its 
le  place  of  business  in  El  Segundo,  California.   (Finding  of 
l:t  No.  1,  R.  1814)   SME  was  organized  in  late  1962  to 
iiufacture  and  sell  its  model  303  Electronic  Empty  Bottle 
specter  which  was  first  placed  on  the  market  in  early  1963. 
Xnding  of  Fact  No.  27,  R.  1829)   SME's  only  products  are 
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ipty  bottle  inspection  machines.   In  May,  1964,  the  '640  patent 
;s  issued  to  Meyer.   In  August  1964  Meyer  placed  SME,  and  its 
len  main  customer,  Crov7n  Cork  and  Seal  Company,  on  notice  of 
ifringement  of  such  patent  (R.  28-29)   In  October,  1964,  S^ffi 
■ought  the  present  suit  for  declaratory  relief  from  the  threat 
;  patent  infringement.   SMS  did  business  at  an  annual  rate  of 
iproximately  $400,000.00.   To  the  date  of  the  filing  of  this 
ipeal,  the  cost  of  defending  the  litigation  broughtupon  SME 
'Meyer  has  been  approximately  $130,000.00. 

3.   Meyer's  Business  and  Activities 
Meyer  is  a  Wisconsin  corporation  having  its 
Incipal  place  of  business  in  Cudahy  (Milwaukee  County), 
.sconsin,  and  other  places  of  busines  in  the  United  States 
id  abroad.   (Finding  of  Fact  No.  2,  R.  1814)   As  of  the  time  of 
lis  litigation,  Meyer  did  business  at  an  annual  rate  of 
'proximately  35  million  dolars.   Meyer  manufactures  an  entire 
.ne  of  bottle  handling  equipment  used  by  soft  drink,  beer  and 
.Ik  bottling  bocmpanies.   Among  the  equipment  manufactured  and  sold 
:  Meyer  are  washing  machines,  packing  m.achines,  filling  and 
ittie  sorting  machines,  labeling  machines,  and  an  empty 
ittle  inspection  machine.   (Finding  of  Fact  No.  2,  R.  1814; 
:.  35,  36)   Meyer's  empty  bottle  inspection  machine,  designated 
rk  IV,  has  been  marketed  by  Meyer  since  late  1959.   Prior  to 
.at  time,  Meyer  did  not  have  an  empty  bottle  inspection  machine 

its  line.   (Finding  of  Fact  No.  17,  R.  1824)   Such  machine 
rived  from  Meyer's  acquisition  of  rights  under  the  only  two 
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cer.t  applications  owned  by  Industrial  Dynamics  Corporation 
ereaftar  "IDC") .   One  of  these  patent  applications  was  the 
rent  application  Serial  No.  741,634  upon  which  a  continuation 
tent  application,  Serial  No.  60,753,  was  based.   This 
ntinuation  application,  filed  by  Meyer  in  October  of  1960, 
suited  in  the  issuance  of  the  '640  patent  in  May  of  1964. 
inding  of  Fact  No.  4,  6,  R.  1815,  1816-1817) 

Meyer  is  one  of  the  largest,  if  not  the  largest 
nufacturer  of  bottling  handling  equipment  in  the  United  States, 
inding  of  Fact  No.  2,  R.  1815)   In  Meyer's  own  prospectus, 
yer  admits  to  having  more  than  90%  of  the  market  for  equipment 

the  bottling  handling  field.   Specifically,  the  prospectus 
ates  that  Meyer  has  more  than  907o  of  the  bottle  labeler  market; 
s  only  one  major  competitor  in  the  filler  and  pasteurizer  market; 

the  largest  manufacturer  of  cleaner  equipment;  and  is  the 
ly  domescic  manufacturer  supplying  all  required  equipment  for 
fully  integrated  and  automated  beverage  and  bottle  labeling 
ne.   (Ex.  35)   With  respect  to  machines  for  detecting  foreign 
rticles  in  empty  bottles,  commonly  referred  to  as  empty  bottle 
spaction  machines,  it  is  estimated  that  Meyer  has  in  excess  of 
X   of  the  present  market  and  has  sold  more  than  70%  of  the 
chines  in  use  (Ex.  35,  36) .   In  reaching  its  position  within 
e  bottle,  handling  industry,  Meyer  -has  accumulated  somewhat 
er  200  patents.   However,  the  president  of  Meyer  recalls  only 
o  or  three  instances  where  Meyer  has  granted  a  license  under 
s  patents,  notwithstanding  Meyer's  extensive  patent  portfolio. 
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■''»578)   Meyer  has  granted  but  one  license  under  its  empty 
tie  inspection  machine  patents. 

4.   Other  Manufacturers  of  Empty  Bottle  Inspection 

Machines 
Fredrick  L.  Calhoun,  Donald  D.  Williams,  and 
es  H.  Wyman  formed  IDC,  which  corporation  began  to 
ufacture  and  sell  an  empty  bottle  inspection  machine,  designated 

Mark  II  machine  early  in  1958.  (R.  1689)  This  machine  was 
e  substantially  in  accordance  with  the  teachings  of  the  '640 
ent.   (Tr.  475;  2347)   In  1959,  IDC  filed,  in  addition  to 

parent  application  hereinbefore  mentioned,  an  additional  application 
ial  No.  808jl72  which  resulted  in  the  issuance  of  U.  S. 
ters  Patent  No.  3,081,666.   This  patent  allegec>.y  defines 
rovements  over  the  Mark  II  machine,  which  improvements  are 
orporated  in  the  Mark  IV  machine.   (Finding  of  Fact  No.  4, 
R.  1815,  1816)   The  Mark  IV  machine  was  marketed  by  IDC,  as 

successor  to  the  Mark  II  machine,  from  1958  until  execution 
the  "Patent  Transfer  Agreement.   This  is  che  same  Mark  IV 
hine  which  Meyer  has  marketed  since  September  1959  until  the 
|Sent.   (Tr.  967;  Finding  of  Fact  No.  6,  R.  1817) 

In  September  of  1959,  Meyer  acquired  the  then 
ding  patent  applications  owned  by  IDC  pursuant  to  the  Patent 
nsfer  Agreement.   (Finding  of  Fact  No.  17,  R.  1824)  At  the 
:e  Meyer  entered  into  such  manufacture,  according  to  Meyer's 

representatives,  there  was  no  other  commercially  acceptable 
ihine  for  performing  the  function  of  empty  bottle  inspection. 
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Lnding  of  Fact  No.  18,  R.  1824;  Tr.  907-908)   Thus,  from 
)teraber  1959  through  March  1960,  Meyer  was  the  only  company 
nmercially  marketing  bottle  inspection  machines. 

Wyraan  terminated  his  relationship  with  IDC  in  July 
1959.   Shortly  thereafter,  Wyman  formed  a  corporation  called 
iustrial  Automation  Corporation  (hereafter  "lAC")  which  com- 
ly  began  to  manufacture  and  sell  an  empty  bottle  inspection 
:hine  in  competition  vjith  Meyer.   (Finding  of  Fact  No.  22,  R.  1826) 
LS  machine  was  first  introduced  to  the  market  in  approximately 
:ch  of  1960  (Tr.  --195)   Subsequently,  lAC  transferred  its 
)perty  rights,  including  patent  applications  relating  to  the 
)ty  bottle  inspection  machine  which  it  vjas  marketing,  to  the 
:ry-Wehriiiller  Company  of  St.  Louis,  Missouri.   (Finding  of 
:t  No.  22,  R.  1826) 

Subsequent  to  the  execution  of  the  Patent  Transfer 
reement,  IDC's  name  V7as  changed  to  Electro-Dynamics  Corporation, 
Lch  corporation  was  subsequently  allov7ed  to  go  dormant,  serving 
Ly  as  a  vehicle  for  the  receipt  of  ro^^alties  from  Meyer 
rsuant  to  the  Patent  Transfer  Agreeriient.   (Finding  of  Fact 
.  18,  R.  1824)   Following  the  dormancy  of  Electro-Dynamics 
rporation,  Calhoun  and  Abner  L.  Browning,  an  IDC  employee,  formed 
jiew  corporation,  Industrial  Dynamics  Company,  Ltd.  (hereafter 
)C  Ltd.").   Neither  IDC,  Electro  Dynamics,  IDC  LTd,  Calhoun 
j  Browning  have  produced  an  empty  bottle  inspection  m.achine 
ice  Septem.ber,  1959.   IDC  Ltd.  has  developed  other  bottle 
(idling  equipment,  all  of  which  equipment  having  been  sold 
rough  Meyer.   (Finding  of  Fact  No.  20,  R.  1825;  R.  1697-1698) 


Thus,  at  present,  there  are  but  four  organizations 
mnercially  involved  with  the  empty  bottle  inspection  machine 
dustry:   the  non-operating,  virtually  defunct  Electro-Dynamics 
rporation;  the  Barry -Wehmi Her  organization;  and  the  present 
rty  litigants.   Both  Barry-Wehrailler  and  SME  are  presently 
der  the  cloud  of  cease  and  desist  letters  issued  by  Meyer, 
inding  of  Fact  No.  22,  28,  R.  1826,  1829) 

5.   Meyer's  Course  of  Inequitable  Conduct 

a.   Mayer's  Misuse  of  the  '640  Patent  and  Unclean 

I  Hands  In  Connection  Therewith 

The  '640  patent  derives  from  the  parent  application 
rial  No.  741,634  originally  filed  by  Messrs.  Calhoun,  Williams 
d  Wyman  and  subsequently  assigned  to  IBC.   Fourteen  claims  of 

ts  application  were  prosecuted  in  the  United  States  Patent 

P 

fice  through  allowance.   (Finding  of  Fact  No.  4,  R.  1815;  Ex. 

) 

On  or  about  September  21,  1959,  IDC  and  Meyer 
tered  into  a  written  agreement  consisting  of  tv;o  parts, 
rsuant  to  the  first  part,  the  Patent  Transfer  Agreement,  IDC 
ansf erred  to  Meyer  all  of  its  right,  title  and  interest  in  the 
0  patent  applications  which  IDC  represented  to  Meyer  as 
vering  its  machine  to  inspect  empty  bottles  for  the  presence  of 
reign  particles.   The  second  part  of  the  agreement  of  September 
,  1959  consisted  of  a   Consultant  Agreement  between  Meyer  on 
2  one  hand,  and  Calhoun  and  Browning  on  the  other  hand,  pursuant 
;  which  Calhoun  and  Browning  agreed  to  act  as  consultants  to 
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yer  for  a  limited  period  of  time  to  facilitate  the  transfer 
know-how  relating  to  the  bottle  inspection  machine  then  being 
nufactured  by  IDC  to  Meyer  (Ex.  9).   At  this  time,  Calhoun 
d  Browning  were  the  principal  officers  and  employees  of  IDC, 
ssrs.  Williams  and  Wyman  having  terminated  their  relationship 
th  IDC  some  months  prior  thereto.  Neither  Williams  nor  Wyman 
s  a  party  to  the  consultant  agreement  in  question.   (Finding  of 
ct  No.  6,  R.  1816-1817) 

Subsequent  to  execution  of  the  Patent  Transfer 
reement,  at  its  own  expense,  on  October  5,  1960,  Meyer  filed 
plication  Serial  No.  60753,  a  continuation  of  the  parent 
plication  741,634,  which  parent  application  was  subsequently 
andoned.   (Finding  of  Fact  No.  4,  R.  1815-1816)   The 
ecification  and  drawings  of  the  continuation  application  were 
entical  to  those  of  the  parent  application  but  additional 
oader  claims  were  set  forth  in  the  continuation  application 
d  added  by  amendment  thereafter.  (Ex.  41)   As  a  consequence 
Meyer's  prosecution  of  the  continuation  application,  and  the 
tier  transferred  application.  United  States  Letters  Patent  No. 
133,640  and  3,081,666  were  granted  thereon,  respectively, 
inding  of  Fact  No.  4,  R.  1816) 

The  Patent  Transfer  and  Consultant  Agreements  have  a 
inber  of  clauses  of  particular  significance  to  SME's  claim  of 
isuse  of  the  '640  patent  (Ex.  8,  9).  As  stated  by  SME  at  the 
•Lai  on  the  issues  of  misuse,  and  as  contended  herein,  both 
ireements  contain  non-compete  and  grant -forward  clauses.  Of 
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ticular  relevance  are  Article  XIV  of  the  Patent  Transfer  Agree- 
t  and  paragraph  4  of  the  Consultant  Agreement.   The  purpose, 

scope  and  interrelationship  of  these  clauses  will  be  discussed 
greater  detail  hereinafter.   The  non-compete  clauses  were 
plemented  by  provisions  in  the  Patent  Transfer  Agreement  that 
between  IDC  and  Meyer,  Meyer  had  the  sole  right  to  make  the 
tie  inspection  machines.   (Ex.  9,  Article  V.  B.)   Thus,  Article 
B.  confers  upon  Meyer  the  exclusive  right  to.  manufacture  and 
1  the  particular  bottle  inspection  machines  while  Article  XIV 
tes  that  IDC  will  not  compete  in  the  manufacture  or  sale  of  such 
hines  during  the  life  of  the  agreement.   The  life  of  the 
eement  is  clearly  defined  by  Article  XIII  of  the  Patent  Transfer 
eement  as  the  pendency  period  of  the  transferred  applications 
s  the  life  of  the  patents  to  issue  thereon,  a  period  of 
roximately  22  years.   (Finding  of  Fact  No.  7,  15,  R.  1820,  1824) 
As  a  further  complement  to  the  non-compete  clauses. 

Patent  Transfer  and  Consultant  Agreements  contain  broad  right- 
first-refusal  and  grant-forward  clauses  (Article  VIII  and 
agraph  5,  respectively)  which  provide  for  the  disclosure  and 
ignment  of  any  improvement  in  bottle  inspection  machines  at 
additional  royalty  to  Meyer  and  for  the  prompt  and  full 
closure  to  Meyer  of  any  "electronic  applications  for  the 
kaging  industry". 

In  June,  1966,  approximately  seven  years  after 
cution  of  the  Patent  Transfer  and  Consultant  Agreements,  and  less 
n  four  months  prior  to  the  trial  on  the  issues  of  misuse  in 
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e  instant  controversy,  IDC  (Electro-Dynamics  Corporation)  and 
yer  entered  into  an  agreement  pursuant  to  which  Article  XIV 

the  Patent  Transfer  Agreement  dated  September  21,  1959  was 
scinded  and  declared  null  and  void.   (Finding  of  Fact  No.  11, 

1822) 

At  the  time  that  the  Patent  Transfer  and  Consultant 
reements  were  entered  into,  IDC's  two  main  technical  employees 
re  Browning  and  Calhoun;  Williams  and  Wyman  having  terminated 
eir  relationship  with  IDC.   Neither  Williams  nor  Wyman  were 
und  by  either  the  Patent  Transfer  or  Consultant  Agreements, 
inding  of  Fact  No.  6,  R.  1817)   Wyman  did,  however,  enter  into 

employment  termination  agreement  with  IDC  but  apparently  its 
ope  fell  short  of  stopping  the  Wyman  venture,  that  is,  lAC. 
e  Wyman  termination  agreement  contains  a  provision  that  Wyman 
uld,  for  a  period  of  years,  be  bound  by  all  of  the. terms  of 
e  patent  protection  agreement  entered  into  with  IDC. 
Is  patent  protection  was  expanded  to  the  extent  that  it  includes 
y  inspection  device  utilizing  the  principles  described  in  the 
plication  for  patents  then  pending.   (Ex.  25) 

Meyer  and  Calhoun  considered  using  the  V^man  termination 
reement  and  the  patent  protection  agreement  to  eliminate  Wyman 

a  competitor.  Apparently,  the  termination  agreement,  coupled 
th  Barry-Wehmiller 's  entry  into  the  field  on  the  side  of  Wyman, 
d  the  prospect  of  a  broadened  patent  protection  to  cover  l^man 
d  an  additional  application  from  Calhoun,  discouraged  Meyer 
om  suing  Vtyman  at  that  time.  (Ex.  27)   It  can  be  seen  that 


13. 


er  and  Calhoun  were  cooperating  to  eliminate  Wyman  as  a 
ipetitor  by  two  approaches:   first,  the  employment  termination 
eement  coupled  with  broadened  claims,  and  second,  by  filing 
'  patents  to  cover  the  Wyman  machine.   Meyer,  along  with 
houn,  was  pursuing  three  patent  applications  with  full 
wledge  of  Wyman ' s  machine,  and  making  every  effort  to  cover 
lan's  machine  by  these  patent  applications.   This  was  done 
withstanding  that  it  is  clear  the  original  patent  application 
ial  No.  741,634  did  not  cover  the  Wyman  machine,  nor  did  the 
ent  application  Serial  No.  808,172,  which  is  the  other 
lication-assigned  under  the  Patent  Transfer  Agreement.   Thus, 
March,  1960,  Vtyman  went  into  business;  on  April  8,  1960,  a 

patent  application  Serial  No.  20,884  was  filed  by  Calhoun 

Meyer  (Finding  of  Fact  No.  23,  R.  1826,  1827);  and,  in 
ober,  1960,  the  broadened  continuation  application  on  Serial 

741,634  was  filed  which  resulted  in  the  '640  patent. 

The  thrust  of  the  drive  to  obtain  means  to  eliminate 

Wyman  machine  was  continued  on  yet  another  front  when  Wyman 
ed  an  application  for  patent  on  a  machine  for  inspecting 
ty  bottles.   The  new  attack  was  based  upon  Meyer's  pending 
lication  Serial  No.  20,884.  Application  Serial  No.  20,884  was 
ced  in  an  interference  with  the  Wyman  Patent  Application  Serial 

21,164  (Finding  of  Fact  No.  23)   Calhoun,  in  a  letter  to  one 
the  executives  of  Meyer,  commented  on  the  interference  and  the 
884  application  stating  that  he  considered  Meyer's  position  weak 
that  there  was  no   true  reduction  to  practice  that  could 
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]ivorably  compare  to  Wyman '  s  earliest  date.   (Ex.  26)  i 

The  Calhoun  letter  had  a  number  of  marginal  comments 
lereon  which  were  made  by  Mr.  McConnell  of  the  Meyer  Co.   These 
)mments  are  as  follows:   "Wasn't  this  instigated  by  Wyman  activity 
id  [ourj  first  examination  of  his  unit?",  "The  real  reason  for 
le  mosaic  application  [Ser.  No.  20,884]  at  the  time  was  to 
jach  on  Wyman."  Thus  the  20,884  application  was  filed  to  read 

I  Wyman  after  Wyman 's  machine  was  marketed  and  was  based  upon 
t  best  a  vague  and  poor  conception  and  reduction  to  practice, 
f  any,  by  Calhoun.   Notwithstanding  these  circumstances, 

alhoun  and  Meyer  entered  into  the  interference  with  the  pending 

P 

yman  patent  application.   Calhoun  filed  a  preliminary  statement 

n  this  interference  under  oath  that  he  actively  started  to 

xercise  reasonable  diligence  on  or  about  December  19,  1958, 

oward  reduction  to  practice  and  that  he  actually  reduced  the 

nvention  to  practice  on  or  about  March  1,  1959  (Ex.  5) .   These 

tatements  were  made  notwithstanding  there  is  no  indication  in 

alhoun 's  work  notebook  that  there  were  ever  any  experiements  or 

ests  or  anything  done  with  respect  to  the  disclosures  of  the 

0,884  application.   (Ex.  I) 

With  the  Calhoun  and  Wyman  patent  applications  in 

nterference,  Calhoun  and  Meyer  attempted  to  add  the  continuation 

pplication  to  the  interference.   Thus,  Wyman  was  confronted  with 

II  of  the  Meyer  and  Calhoun  patents  in  the  Patent  Office.  If 
alhoun  and  Meyer  were  successful  in  any  of  the  various  inter- 
erence  strategies,  they  would  have  taken  the  first  step  toward 
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lablishing  infringement  of  the  Calhoun  and  Meyer  patents  by 
lan .  The  Patent  Office  denied  Calhoun's  motion  to  add,  and 
inted  Wyman's  motion  to  dissolve  the  interference.  (Ex.  5; 
iding  of  Fact  No.  23) 

b.   Fraud  on  the  United  States  Patent  Office 
Prior  to  the  formation  of  IDC,  Messrs.  Calhoun  and 
.liams  were  employed  by  Hughes  Aircraft  Company  in  the  guided 
isile  division.   (Tr .  99;  Tr.  *171)   During  the  course  of 
;h  employment,  Williams  and  Calhoun,  named  co-inventors  of 
I  subject  matter  of  the  '640  patent,  acquired  at  least  ordinary 
,11  in  the  guided  missile  and  missile  tracking  field,  wherein 
:  use  of  spoked  reticle-AC  systems  for  the  electro-optical 
lection  of  objects  against  a  background  was  well  known  prior 
filing  the  parent  application.   After  organizing  IDC,  the 
'enters  devoted  a  number  of  months  in  unsuccessful  attempts  to 
'elop  an  operative  system  for  detecting  particles  in  empty 
;tles  before  deciding  that  a  scanning  type  of  system,  similar 
that  known  in  the  guided  missile  and  missile  tracking  art,  was 
:t  suited  for  bottle  inspection.   Once  it  was  decided  that  a 
tered  optical  system  with  radial  scan  was  best  suited  for  bottle 
pection,  IDC  required  only  approximately  one  month  to  design  and 
struct  its  first  prototype  of  the  machine  described  in  the  '640 
•ent.   While  the  inventors  appeared  to  have  had  some  developmental 
iblems  they  were  mostly  engineering  problems,  i.e.,  problems 
fated  to  the  application  of  the  inventors'  mechanical  and 
Ictronic  skills.   Indicative  of  the  application  of  such  skills 
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a  entries  contained  in  a  laboratory  notebook  maintained  by 
Lhoun  during  the  development  of  the  machine  described  in  the 
W  patent.   (Ex.  I)   At  page  41  thereof,  Calhoun  states  that 
=veral  systems  such  as  these  have  been  used  in  guided  missiles". 
;h  statement  refers  to  a  rough  block  diagram  drawn  in  Calhoun's 
1  hand  depicting  the  scanning  system  of  a  Falcon  guided  missile. 
Ill  with  reference  to  the  Falcon  guided  missile  system,  at 
le   41-42  of  the  notebook  Calhoun  states,  "An  in-line  refraction 
stem  can  be  made  that  is  equivalent  to  this  as  follows:", 
sre  follows  a  rough  block  diagram  generally  depicting  the 
anning  system  disclosed  by  the  '640  patent. 

The  art  within  which  Calhoun  and  Williams  derived 
sir  skills,  and  the  systems  with  which  they  worked,  are 
rectly  related  to  the  detection  principles  alleged  as  invention  in 
i    '640  patent.   (Finding  of  Fact  No.  10,  R.  1941-1942; 
delusion  of  Law  No.  6,  R.  1955)   What  the  named  inventors  did 
jld  not  be  surprising  or  unobvious  to  a  person  skilled  in  the 
C  as  were  Messrs.  Calhoun  and  Williams.   (Finding  of  Fact 
.  21,  R.  1947) 

Prior  to  the  filing  of  the  continuation  application, 
^er,  by  another  group  of  attorneys,  caused  a  counterpart  thereof 
be  filed  before  the  British  Patent  Office.   (Ex.  41,  page  345) 
[ring  the  course  of  this  British  prosecution,  the  British 
P:ent  Office  cited  British  patent  number  517,229,  issued  to 
l'"man  P.  Stoate,  as  a  basis  for  rejecting  claims  recited  by  the 
'.ed  patent  application.   (Ex.  108)   Stoate  '229  teaches  the 
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e  of  a  centered  optical  system  with  a  rotatable  scanning  member  « 
ving  a  single  radial  slit.   The  scanning  member  is  disposed 
ove  the  bottle  being  inspected,  with  its  axis  of  rotation 
incident  with  the  common  axis  of  a  light  source,  bottle  and 
photo  cell.   Meyer  knew,  through  other  attorneys  than  those 
osecuting  the  applications  which  resulted  in  the  grant  of  the 
40  patent,  of  the  Stoate  '229  patent  prior  to  its  prosecution 
the  continuation  application.   (Finding  of  Fact  No.  15(a), 
1944)   Meyer  did  not  bring  the  Stoate  '229  patent  to  the 
Cention  of  the  Patent  Examiner  even  though  it  was  more  relevant 
an  that  cited  by  the  Examiner. 

Further  facts  regarding  Meyer's  misrepresentation 
the  foregoing  facts,  and  others,  are  set  forth  in  greater  detail 
rsuant  to  SME's  argument  on  this  issue, 
c.   Late  Presented  Claims 

As  stated  hereinbefore,  the  parent  application  was 
led  on  June  12,  1958,  listing  Messrs.  Calhoun,  Williams  and 
jian  as  co-inventors  thereof,  such  application  being  subsequently 
signed  to  IDC.   IDC  began  selling  an  empty  bottle  inspection 
chine,  the  Mark  II,  allegedly  corresponding  to  the  subject 
::ter  of  the  claims  of  the  '640  patent,  early  in  1958.  Late  in 
58,  IDC  began  selling  an  improved  machine,  designated  Mark  IV, 
'Lch  machine  also  allegedly  corresponds  to  the  teachings  of  the 
|i-0  patent.   Late  in  1959,  Meyer  began  marketing  the  Mark  IV 
i:hine.   In  March  of  1960,  lAC  began  selling  its  empty  bottle 
:ipection  machine  in  competition  with  Meyer's  Mark  IV.   In 
:;ober,  1960  more  than  two  years  following  the  first  sale  of  the 
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ark  II  machine,  Meyer  filed  the  continuation  application  etn- 
odying  broader  claims  than  those  recited  in  the  parent  appli- 
ation. 

During  the  course  of  its  argument  herein,  SME  will 
how  that  the  claims  added  during  prosecution  of  the  continua- 
ion  application  define  a  new  and  different  invention  from  that 
riginally  relied  upon  in  the  parent  application  and  that  such 
laims  are  invalid  in  view  of  the  prior  sales  by  IDC,  Meyer  and 
AC  of  machines  allegedly  corresponding  to  the  invention  defined 
y  the  late  presented  claims. 

In  summary,  there  were  before  the  Trial  Court  un- 
isputed  facts  upon  which  SME  bases  its  claim  of  Meyer's  misuse 
f  the  ' o40  patent  and  its  inequitable  course  of  conduct  war- 
anting  an  award  of  costs  and  attorney's  fees  to  SME. 

B,   Questions  Involved 

1.  Whether  the  plain  and  simple  meaning  of  Article 
IV  of  the  Patent  Transfer  Agreement  is  that  IDC  shall  not,  any- 
here  in  the  world,  for  a  period  of  approximately  22  years,  make 
r  sell  machines  for  detecting  foreign  particles  in  empty 
ottles  which  are  competitive  with  Meyer, 

2.  Whether  Article  XIV  is  a  traditional  non-compete 
Lause, 

3.  Whether  a  patent  is  misused  when  the  transfer 
f  rights  thereunder  is  coupled  with  a  non-compete  clause, 
trticle  XIV. 
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a.  Whether   the  Trial   Court  was   wrong,    as   a 
atter   of   law,    in   relying  upon   a   reasonableness    of  purpose   test 
D  conclude   that   the   inclusion   of  Article  XIV   does   not   amount 

0  a  misuse   of   the    '540  patent. 

b.  Whether,    in   view  of   the  plain  meaning   of 
:ticle  XIV,   Meyer  has  misused  the    '640  patent. 

4.  li/hether  the    '640  patent  is  misued  when   the 
:ansfer  of  rights   thereunder  is   coupled  with   the  grant-forward 
Lause  Article  VIII,   A. 

5.  Whether  Meyer's   conduct   in   connection  with   the 
)40  patent,    as   it  affected  the  market   in  which   the   '640  patent 

1  operative,    amounts   to  unclean  hands. 

6.  Whether,    by  virtue   of   the  rescission   agreement 

:  June   23,    1966,  Meyer  has,    or  can,   purge  itself   of  the  misuse 
:  the    '640  patent. 

7.  Whether   the  result   of  Meyer's    totality   of   in- 
lui table   conduct   is    the   imposition   on  SME  of  such   an   injustice 
;  to  warrant  an  award  of  attorney's   fees   incurred  incident  to 
le  instant   controversy. 

a.  l\;hether  the  Court  should  disturb  the  Trial 
lurt's  erroneous  conclusion  regarding  the  award  of  attorney's 
:es. 

b.  Whether  an   award  of  attorney's   fees    to   the 
availing  party  is  proper  where  the  losing  party  pursued  a 
'Urse   of   inequitable   conduct. 

c.  V^Jhether,  since  its   acquisition   of  rights 

\  the    '640  patent> Meyer  has   pursued  a  course   of   inequitable 
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ionduct   evidencing  such  bad  faith   as    to  warrant  an   award   of 
ittorney's    fees    to  SME. 

(1)  IVhether  Meyer  has   misused  the    '  o40 
)'atent   and  been  guilty   of  unclean  hands    in   connection   therewith. 

(2)  Whether  Meyer   committed  a   fraud  on 

;he  Patent   Office   during  prosecution   of   the  application   for   the 
'o40  patent  by  withholding   known,    relevant  prior  art;   by  mis- 
representing  its   position  with   respect   to  such  withheld  art;    and 
)y  misrepresenting   the   commercial   success    of  machines    correspond- 
ing  to   the    '640  patent. 

(3)  Whether  Meyer  relied  at   trial  upon 
;laims    that  are  invalid  because  they  were  first  presented  to 
:he  Patent  Office  more   than   one  year  after  a  public  use  or 
sale,    or  after   the  intervention   of  an  adverse  public  right. 

(4)  Whether  Meyer   conducted  pre-trial 
proceedings   and  utilized  strained  constructions   and  faulty 
lemons trations   as    to. the  teachings   of   the    '640  patent  during 
'.rial   in   a  bad  faith   attempt   to  establish   infringement  of  the 

b40  patent. 

(5)  Whether  the  whole  of  the  foregoing 
lourse  of  conduct  evidencesan  inequitable  course  of  conduct 
;he  necessary  result  of  which  is  to  impose  on  SME  an  unjust 
urden  of  defense  against  the  '640  patent. 


21. 


ERRORS  RELIED  UPON 

The  Trial  Court  erred  in  concluding  that  Article  XIV  and 
Article  VIII.  A.  of  the  patent  Transfer  Agreement  and 
paragraph  4  of  the  Consultant  Agreement  do  not  constitute 
misuse  of  the  ' o40  patent.   (Conclusion  of  Law  No,  14, 
R.  1835) 

1.   The  Trial  Court  erred  in  concluding  that 

Article  XIV  and  paragraph  4,  whether  considered 
separately  or  together,  do  not  constitute  misuse 
of  the  '640  patent  or  unclean  hands.   (Conclusion 
of  Law  No.  7,  R.  1833-1834) 

a.  The  Trial  Court  erred  in  stating,  as  a  finding 
of  fact,  the  meaning  attributable  to  Article 
XIV. 

b.  The  Trial  Court  erred  in  concluding  that 
Article  XIV  refers  only  to  bottle  inspection 
machines  for  which  two  patent  applications 
had  been  filed  and  which  IDC  assigned  to 
Meyer,  and  not  also  to  competing  bottle  in- 
spection machines.   (Conclusion  of  Law  No.  4, 
R.  1832) 

c.  The  Trial  Court  erred  in  concluding  that  the 
life,  or  duration,  of  Article  XIV  is  limited 
to  the  pendency  period  of  the  two  patent  ap- 
plications referenced  in  the  "Whereas"  clause 

of  the  Patent  Transfer  Agreement.   (Conclusion 
of  Law  No.  4,  R.  1832-1833) 
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ERRORS  RELIED  UPON 

The  Trial  Court  erred  in  conciuding  that  Article  XIV  and 
Article  VIII.  A.  of  the  patent  Transfer  Agreement  and 
paragraph  4  of  the  Consultant  Agreement  do  not  constitute 
misuse  of  the  ' o40  patent.   (Conclusion  of  Law  No,  14, 
R.  1835) 

1.   The  Trial  Court  erred  in  concluding  that 

Article  XIV  and  paragraph  4,  whether  considered 
separately  or  together,  do  not  constitute  misuse 
of  the  '640  patent  or  unclean  hands.   (Conclusion 
of  Law  No.  7,  R.  1833-1834) 

a.  The  Trial  Court  erred  in  stating,  as  a  finding 
of  fact,  the  meaning  attributable  to  Article 
XIV. 

b.  The  Trial  Court  erred  in  concluding  that 
Article  XIV  refers  only  to  bottle  inspection 
machines  for  which  two  patent  applications 
had  been  filed  and  which  IDC  assigned  to 
Meyer,  and  not  also  to  competing  bottle  in- 
spection machines.   (Conclusion  of  Law  No.  4, 
R.  1832) 

c.  The  Trial  Court  erred  in  concluding  that  the 
life,  or  duration,  of  Article  XIV  is  limited 
to  the  pendency  period  of  the  two  patent  ap- 
plications referenced  in  the  "Whereas"  clause 

of  the  Patent  Transfer  Agreement.   (Conclusion 
of  Law  No.  4,  R.  1832-1833) 
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d.  The  Trial  Court  erred  in  concluding  that, 
as  the  phrase  "in  competition  with"  is 
used  in  Article  XIV,  it  means  only  that 

IDC  is  prevented  from  making  and  selling  only 
those  machines  covered  by  applications  re- 
ferenced in  the  Patent  Transfer  Agreement. 
(Conclusion  of  Law  No.  5,  R.  1833) 

e.  The  Trial  Court  erred  in  concluding  that,  to 
the  extent  that  the  phrase  "during  the  life 
of  this  agreement"  in  Article  XIV  tends  to 
indicate  that  the  protection  afforded  by  that 
Article  extends  over  the  life  of  the  patents 
to  issue  on  the  referenced  applications,  it  is 
surplusage.   (Conclusion  of  Law  No.  5,  R. 
1833) 

f .  The  Trial  Court  erred  in  applying  a  reason- 
ableness of  purpose  test  to  its  determina- 
tion of  whether  Article  XIV  and/ or  paragraph 
4  constitute  patent  misuse  or  unclean  hands. 
(Findings  of  Fact  No.  14,  R.  1823;   Conclusion 
of  Law  No.  7,  R.  1833-1834) 

g.  The  Trial  Court  erred  in  concluding  that  by 
virtue  of  the  rescission  agreement  of  June  23, 
1966,  Article  XIV  cannot  presently  impair 
Meyer's  rights  to  protect  the  '640  patent. 

(Conclusion  of  Law  No.  8,  R.  1834) 
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2.  The  Trial  Court  erred  in  concluding  that  the 
grant-forward  clause  Article  VIII. A.  of  the 
Patent  Transfer  Agreement  does  not  constitute 

» 

patent  misuse  or  unclean  hands.   (Conclusion 
of  Law  No.  12,  R.  1835) 

a.  The  Trial  Court  erred  in  finding  that  the 
provisions  of  Article  VIII. A.  are  reason- 
able.  (Findings  of  Fact  No.  25,  R.  1828- 

■   '  1829) 

b.  The  Trial  Court  erred  in  applying  a  reason- 
ableness of  purpose  test  to  its  determina- 
tion of  whether  Article  VIII. A.  constitute 
patent  misuse  or  unclean  hands.   (Finding 
of  Fact  No.  25,  R.  1828-1829) 

3.  The  Trial  Court  erred  in  concluding  that  the 
combination  of  the  non-compete  clause,  the 
grant-forward  clauses,  and  the  right  of  first 
refusal  clauses  in  the  Patent  Transfer  and  Con- 
sultant Agreements  do  not  constitute  unclean 
hands  or  patent  misuse.   (Conclusions  of  Law 
No.  14,  R.  1835) 

The  Trial  Court  erred  in  concluding  that  Meyer's  attempts 
to  restrain  competition  from  Wyman  by  broadening  the  pend- 
ing '640  patent  applications  to  cover  Wyman 's  later  de- 
velopments; by  filing  an  additional  application  and 
instituting  an  interference  with  Wyman 's  application; 
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and  by  sending  V^yraan '  s  assignee  cease  and  desist  in- 
fringement letters  do  not  constitute  unclean  hands  or 
patent  misuse. 

The  Trial  Court  erred  in  failing  to  award  SME  its  costs 
of  litigation  incident  to  trial  on  the  issues  of  patent 
misuse  and  unclean  hands.   (Conclusion  of  Law  No.  24, 
R.  1958) 

The  Trial  Court  erred  in  concluding  that  each  party 
should  bear  its  own  attorney's  fees.   (Conclusion  of 
Law  No.  24,  R.  1958) 

1.   The  Trial  Court  erred  in  failing  to  find  and 
conclude  that  the  totality  of  Meyer's  in- 
equitable and  bad  faith  conduct  has  imposed  an 
an  unjust  burden  on  SME. 

a.  The  Trial  Court  erred  in  concluding  that 
Meyer  has  not  misused  the  '640  patent  and 
has  not  been  guilty  of  unclean  hands  with 
respect  thereto.   (Order  for  Judgment,  R. 
1837) 

b.  The  Trial  Court  erred  in  concluding  that 
Meyer  has  not  practiced  a  fraud  on  the 
United  States  Patent  Office  in  its  prose- 
cution of  the  application  for  the  '640 
patent.   (Conclusion  of  Law  No.  14,  R. 
1956-1957) 

(1)   The  Trial  Court  erred  in  finding  that 
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Meyer  did  not  practice  any  fraud  on 
the  Patent  Office  by  failing  to  call 
known  relevant  prior  art  to  the 
attention  of  the  Patent  Office. 
(Finding  of  Fact  No.  15  (a),  R.  1944- 
1945) 

(2)  The  Trial  Court  erred  in  finding  that 
Meyer's  attorneys  were  not  convinced  of 
the  relevance  of  such  prior  art.   (Find- 
ing of  Fact  No.  15  (a),  R.  1944-1945) 

(3)  The  Trial  Court  erred  in  basing  its  de- 
termination as  to  whether  Meyer  com- 
mitted a  fraud  on  the  Patent  Office  on 
Meyer's  attorney's  state  of  mind. 

(4)  The  Trial  Court  erred  in  failing  to  find 
that  Meyer  misrepresented  the  commercial 
success  of  the  invention  allegedly  taught 
by  the  '640  patent. 

c.  The  Trial  Court  erred  in  failing  to  rule  upon 
SME's  contentions  that  claims  7-15,  17-24  are 
invalid  because  they  were  filed  more  than  one 
year  after  public  use  began.   (Conclusion  of 
Law  No.  17,  R.  1957) 

d.  The  Trial  Court  erred  in  failing  to  find  that 
Meyer's  contentions  as  to  the  teachings  of  the 
'640  patent,  and  its  trial  demonstrations  ex- 
emplary thereof,  were  made  in  bad  faith. 
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ARGUMENT 


A.   Summary. 

she's  case  on  appeal  may  be  simply  stated  as 
illows : 

1.  Meyer  has  unlawfully  expanded  the  monopoly 
id  the  scope  of  the  '640  patent  by: 

a.  Contractually  binding,  wherever  possible, 
e  inventors  thereof  from  further  competitive  developments 

th  empty  bottle  inspection  machines  marketed  by  Meyer  through 
oad  non-compete  provisions  in  the  Patent  Transfer  Agreement; 

b.  Where  not  contractually  possible,  by 
ling  and  broadening  patent  applications,  in  bad  faith,  to 
ver  competitive  equipment. 

The  Trial  Court  erroneously  condoned  such 
tivities  by  failing  to  conclude  that,  as  a  matter  of  law, 
ch  course  of  conduct  amounts  to  patent  misuse  and  unclean 
nds. 

'I 

; 

2.  The  Trial  Court  erred  in  failing  to  award 

IE  its  attorney's  fees  incurred  with  respect  to  the  trial  of  the 
istant  controversy  and  further  erred  in  awarding  Meyer  its  costs 
:  litigation  incident  to  the  question  of  patent  misuse.   Such 
!cor  stems  from  the  Trial  Court's  further  errors,  as  a  matter  of 
"?,  in  failing  to  concliide  that: 

a.  Meyer  misused  the  '640  patent; 

b.  Meyer  practiced  a  fraud  on  the 
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atent  Office  by  failing  to  come  forward  with  known  prior  art, 
ore  relevant  than  that  cited  by  the  Examiner  during  prosecu- 
ion  of  the  '640  patent,  while  distinguishing  the  alleged 
nvention  defined  by  the  '640  patent  from  the  cited  art  on  a 
asis  which  was  clearly  disclosed  by  the  withheld  art; 

c.  The  '640  patent  was  sought  to  be  enforced 
y  Meyer  while  relying  upon  late  presented  claims,  i.e.,  claims 
nbodying  subject  matter  first  presented  to  the  Patent  Office 
ore   than  one  year  after  Meyer's  use  and  sale  of  machines 
nbodying  such  subject  matter,  and/or,  claims  first  presented 
fter  the  intervention  of  adverse  public  rights;  and 

d.  Meyer's  course  of  conduct  from  its 
;quisition  of  the  '640  patent  through  trial  on  the  merits  is 
caught  with  inequitable  and  bad  faith  pursuits. 

The  controversy  on  appeal  stems  not  from  a  dis- 
jted  factual  basis,  but  rather  from  the  erroneous  conclusions 
rawn  by  the  Trial  Court  as  to  the  significance  of  the  undis- 
ated  facts  in  view  of  the  applicable  legal  principles. 

Accordingly,  SME's  objectives  herein  are  to  seek 
D  rectify  that  which  SME  contends  are  erroneous  conclusions 
Lrected  to  an  issue  of  law  of  great  public  interest,  which 
Dnclusions  are  now  published  and  stand  as  .a  precedent  in  this 
ircuit;  to  recover  costs  wrongfully  awarded  Meyer;  and  to 
ecover  its  attorney's  fees  for  litigation  inequitably  imposed 
t. 
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B.   Meyer's  Imposition  Of  The  Anti-Competitive 
Provisions  Of  The  Patent  Transfer  Agreement  Is  An  Unlawful 
Extension  Of  The  Patent  Monopoly  Amounting  To  Patent  Misuse. 

1.   The  Plain  And  Simple  Meaning  Of  Article 

XIV  Is  That  Industrial  Dynamics  Corporation 
Shall  Not,  Anywhere  In  The  World,  For  A 
Period  Of  Approximately  22  Years,  Make  Or 
Sell  Machines  For  Detecting  Foreign  Particles 
In  Empty  Bottles  Which  Are  Competitive  With 
Those  Produced  By  Meyer. 

The  Trial  Court  properly  concluded  that  the 

terms  of  the  Patent  Transfer  Agreement  are  understandable  and, 

therefore,  interpreted  the  contract  from  its  four  corners 

without  regard  to  extraneous  evidence.   (Conclusion  of  Law 

No.  18,  R.  1836;  Tr.  *329-330).   It  is  well  established  that 

the  correctness  of  an  interpretation  or  construction  so  derived 

is  purely  a  matter  of  law;  that  the  instrument  must  be  construed 

according  to  all  of  the  terms  employed;  and,  that  a  court  is  not 

at  liberty  to  disregard  words  used  by  the  parties  or  to  insert 

terms  not  employed  by  the  parties.    Cases  collected:   17  Am.  Jur. 

2d,  Contracts,  Sec.  241,  242,  259, 

The  Patent  Transfer  Agreement  provides  in 

relevant  part: 

Whereas,  Fredrick  L.  Calhoun,  Donald  D. 
Williams  and  James  H.  Wyman,  and  Fredrick 
L.  Calhoun  and  Abner  L.  Browning  are  the 
inventors  of  a  machine,  hereinafter  called 
a  "bottle  inspection  machine",  which  is 
used  to  detect  and  reject  bottles  coming 
from  a  bottle  washer  which  have  not  been 
properly  washed  or  which  contain  foreign 
matter,  for  which  invention  two  applications 
for  letters  patent  have  been  filed  in  the 
United  States  Patent  Office  on  June  12,  1958, 
and  on  April  21,  1959,  respectively,  and 
which  bear  the  serial  No.  741,634  and 
808,172,  respectively. 
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Article  XIV 

Industrial  agrees  that  it  will  not  enter 
into  competition  with  Meyer  in  the 
manufacture  or  sale  of  bottle  inspecting 
machines  during  the  life  of  this  agreement. 

Article  XIII 

Unless  sooner  terminated  under  Article  X, 
this  agreement  shall  continue  in  force 
to  the  end  of  the  term  of  the  last  to 
expire  of  any  United  States  Letters 

t;  Patent  obtained  for  either  application 

serial  No.  741,634  or  application 

f  serial  No.  808,172.  .  . 

)m  the  Consultant  Agreement: 

4.   Agreement  not  to  compete 

(Calhoun  and  Browning)  agree  that  for  a 
period  of  three  years  after  completion  of 
,  their  services  under  this  agreement,  they 
will  not,  jointly  or  severally,  enter  into 
the  employ  of  any  person,  firm,  corporation 
or  other  organization  or  themselves  engage 
in  business  when  such  employer,  employment 
or  business  shall  be  in  any  way  in  competition 
with  Meyer  in  its  manufacture  or  sale 
of  bottle  inspection  machines  as  defined 
in  the  agreement  between  Meyer  and  Indus- 
trial. (Pltf.  Ex.  9) 

I  In  view  of  the  Trial  Court's  conclusion  that 

■agraph  4  of  the  Consultant  Agreement  has  the  same  coverage 

effect  as  Article  XIV  except  that  it  restrains  only  Messrs. 
.houn  and  Browning,  for  a  limited  period  of  time,  (Conclusion 
Law  No.  6,  R.  1833)  the  following  discussion,  while  appli- 
'le  to  paragraph  4,  will  be  directed  only  to  Article  XIV. 
The  Trial  Court  concluded  that  the  subject  of 

Patent  Transfer  Agreement  is  the  "bottle  inspection  machine" 
it  is  defined  in  the  first  "Whereas"  clause;  stated  that  the 
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agreement  is  directed  to  the  bottle  inspection  or  inspecting 
nachines  for  which  two  patent  applications  were  filed  and  refer- 
red to  in  the  "Whereas"  clause  hereinbefore;  (Finding  of  Fact 
^o.  12  R.  1822);  and  concluded  that  the  machines  referred  to  in 
Vrticle  XIV  are  machines  for  which  two  patent  applications 
referred  to  in  the  "Whereas"  clause  w«re  filed,  and  only  those 
aachines.   (Finding  of  Fact  No.  13  R.  1823).   It  is  submitted 
:hat  the  Trial  Court's  interpretation  of  Article  XIV  with 
respect  to  the  meaning  of  "bottle  inspecting  machines"  and  the 
iuration  of  Article  XIV  is  stained  and  erroneous  as  a  matter  of 
^w;  and  that  such  is  the  result  of  the  Trial  Court's  failure 
;o  adhere  to  established  legal  principles  relating  to  the 
.nterpretation  and  construction  of  contracts  as  hereinbefore 
iet  forth. 

I  The  position  which  the  Trial  Court  has  taken  with 

regard  to  the  meaning  of  Article  XIV  falls  short  of  reality, 
'his  conclusion  will  become  apparent  from  a  careful  analysis  of 
:he  terms  employed  by  the  parties  in  Article  XIV.   In  Article 
[IV  there  are  three  important  phases: 

1.  "will  not  enter  into  competition  with 
Meyer" 

2.  "in.  .  .bottle  inspecting  machines" 

3.  "during  the  life  of  this  agreement" 
Analysis  should  begin  with  the  phrase,  "in.  .  . 

)Ottle  inspecting  machines,"  the  subject  of  Article  XIV.   It 
s  first  submitted  that  Article  XIV  does  not,  and  was  not, 
ntended  to  refer  to  the  "Whereas"  clause;  the  "Whereas" 

clause  refers  to  "bottle  inspection  machines",  not  "bottle 
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inspecting  machines"  as  employed  in  Article  XIV.   Secondly, 
the  "Whereas"  clause  is  not,  per  se,  a  definition;  there  are 
more  than  five  different  phrases  used  to  refer  to  the  subject 
matter  of  the  agreement  in  various  clauses.   The  following 
are  a  few  phrases  so  used:   "bottle  inspecting  machines 
forming  the  subject  matter  of  this  agreement"  (Articles 
IV  and  V);  "bottle  inspection  machines  incorporating  the  teachings 
of  the  inventions  as  defined  in  applications  serial  Nos. 
741,634  and  808,172"  (Article  VI). 

I        It  cannot  be  contended  that  the  patent  applications 
referenced  in  the  "Whereas"  clause  in  any  way  define  the  sub- 
ject matter  of  the  agreement  for  then  the  agreement  must  fail 
for  indefiniteness ,  a  result  to  be  avoided  if  possible.   If 
resort  is  to  be  made  to  the  applications , does  0330©  refer  to  the 
drawings,  the  description,  the  first  claims,  the  claims  added 
by  amendment  during  prosecution,  or  the  claims  of  the  issued 
patent?   As  is  shown  hereinafter,  the  claims  of  the  issued 
'640  patent  differ  extensively  from  those  first  recited  in  the 
parent  application  Serial  No.  741,634.   Thus  one  cannot  find  the 
subject  matter  of  the  agreement  in  the  transferred  applications. 

Turning  to  the  critcal  phrase  "will  not  enter  into 
competition  with  Meyer",  the  words  "compete"  and  "competition" 
are  defined  by  Webster's  Seventh  New  Collegiate  Dictionary, 
1965,  in  the  following  manner; 
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Compete.  .  .to  vie  with  another  for  or  as  if 
for  a  prize. 


Competition.  .  .1:   the  act  or  process  of 
competing:  rivalry.   2:   a  contest  between 
rivals;  also:   the  person  competing.  .  . 
3:   the  effort  of  two  or  more  parties  to 
secure  the  business  of  a  third  party  by  offer 
of  the  most  favorable  terms.  .  . 


I         S.  Chesterfield  Oppenheim  in  his  book,  Federal  Anti- 
Trust  Laws «  1959,  p.  65,  defines  "competition"  in  a  realistic 
sense  as:   "The  self-interested  and  independent  rivalry 
of  two  or  more  private  competitors." 

Thus,  according  to  Article  XIV,  IDC  was  bound  not  to 
impose  any  independent  and  self-interested  rivalry  with  Meyer. 
This  condition  was  to  prevail  in  "the  sale  and  manufacture  of 
bottle  inspecting  machines." 

Assuming  for  the  moment,  but  not  conceding,  that  the 
Trial  Court's  position  is  correct  that  "bottle  inspecting 
machines"  means  that  apparatus  disclosed  in  the  patent  appli- 
cations enumerated  in  the  "Whereas"  clause,  then  IDC  would, 
according  to  Article  XIV,  be  restrained  from  presenting  an 
independent  and  self-interested  rivalry  with  Meyer  in  the  sale 
and  manufacture  of  machines  shown  in  the  patent  applications. 
Such  rivalry  could  arise  by  IDC's  manufacture  or  sale  of 
machines  substantially  identical  to  the  ones  shown  or  disclosed 
in  the  patent  applications;  or,  by  its  manufacture  or  sale  of  a 
machire  substantially  different  than  the  ones  shown  or  disclosed 
in  the  patent  applications,  but  performing  the  same  function; 
or  by  its  manufacture  or  sale  of  an  unpatented  machine  for 
performing  the  same  function. 
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The  interpretation  that  Article  XIV  prohibits  IDC 

only  from  selling  or  making  a  machine  identical  to  the  one 

shown  in  the  patent  applications  results  in  Article  XIV  being 

purely  redundant  and  mere  surplusage,  an  effect  that  the 

Trial  Court  was  not  at  liberty  to  cause.   This  result  would  be 

clearly  reached  under  the  Trial  Court's  interpretation  for 

Article  V.  B.  of  the  Patent  Transfer  Agreement  provides: 

B.   After  commencing  the  manufacture  of  the 
bottle  inspecting  machines,  Meyer  will  have 
the  sole  right  to  make  such  machines  and  also 
the  sole  right  to  sell  such  machines,.  .  . 
(Ex.  8) 

rhe  prohibition  against  making  identical  machines  within  the 

scope  of  Article  XIV  would  also  be  redundant  for  the  reason 

chat  when  the  subject  patent  applications  issue  into  patents, 

selling  a  substantially  identical  machine  would  of  course  be  an 

Infringement  thereof.   This,  coupled  with  the  estoppel  of 

validity  attaching  to  the  patent  transfer,  would  prevent  IDC 

from  making,  using  or  selling  such  an  identical  machine. 

Turning  finally  to  the  phrase  "during  the  life  of  this 
agreement"  set  forth  in  Article  XIV,  the  Trial  Court  properly 
concluded  that  the  meaning  of  the  phrase  is  as  set  forth  in 
'Article  XIII  (Finding  of  Fact  No.  15,  R.  1824).   Thus,  the 
Life  of  Article  XIV  was  to  be  a  period  of  seventeen  years  plus 
the  pendency  period  of  the  subject  patent  applications. 

The  clear  thrust  of  Article  XIV  is  to  prevent  IDC 
from  manufacturing  machines,  not  only  identical  with  those  shown  in 
the  subject  patent  applications,  but  which  are  competitive  with 
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such  machines,  for  a  period  of  approximately  2  2  years.   Yet, 

contrary  to  the  terms  employed  by  the  parties,  the  Trial  Court 

concluded  that:   (1)  since  Article  XIV  refers  only  to  machines 

covered  by  the  subject  patent  applications,  the  whole  of 

Article  V.  B.  was  but  a  mere  redundancy  not  altering  the  meaning 

Df  Article  XIV;  and  that,  (2)  to  the  extent  that  the  phrase 

"during  the  life  of  this  agreement"  appears  to  extend  beyond 

the  pendency  period  of  such  applications,  it  is  mere  surplusage 

and  Meyer  extracted  protection  only  during  the  pendency  period. 

deferring  to  the  latter  conclusion,  the  Trial  Court,  apparently 

laving  difficulty  with  its  plain  meaning,  concluded  that  it  was 

Qerely  inartistic.   (Finding  of  Fact  No.  15,  R.  1823)  However, 

the  Trial  Court  also  noted  that  the  Patent  Transfer  Agreement 

*as  a  "committee"  effort.  (Tr.  *729)   It  would  be  easier  to 

accept  the  Trial  Court's  conclusion  of  inartisticness  had 

there  been  but  a  single  person  involved  in  the  negotiation  and 

drafting  of  the  agreement.   However,  it  seems  virtually  beyond 

the  realm  of  reason  that  such  inartisticness,  if  that  it  be, 

i^ould  escape  the  efforts  of  a  committee  dedicated  to  a  common 

effort. 

The  true  scope  and  intent  of  Article  XIV  is  accurately 

reflected  in  the  statements  of  George  L.  N.  Meyer,  Sr.,  president 

Df  Meyer  from  1945-1962: 

i        [MR.  HORN] 

Q.   And  in  particular,  I  would  like  to 
ask  you,  sir,  with  reference  to  the  paragraph 
for  the  item  numbered  five  and  ask  you  what 
you  meant  by  the  words  that  appear  there, 
namely,  'agree  not  to  compete  . 
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A.   If  we  purchases  the  patent,  we  felt  that 
neither  Industrial  Dynamics  nor  the  people 
concerned  should  compete  with  us  on  the 
machines  that  we  --  machine  that  we  bought 
and  paid  for. 

Q.   Could  you  expand  on  that  in  this  regard, 
do  you  mean  by  that  they  ought  not  to  be 
able  to  compete  with  you  by  reproducing  and 
offering  for  sale  this  same  machine  that  you 
were  buying  or  one  similar  to  it. 

(exchange  between  attorneys  omitted) 

A.   One  similar  to  it.   For  the  purpose  of 
examining  empty  bottles  with  particles  in 
them. 

Q.   Let  me  further  ask  you  in  this  regard, 
whether  you  were  interested  in  securing  from 
the  Calhoun  people  an  agreement  not  to 
manufacture  an  empty  bottle  inspection  machine 
that  worked  on  a  principle  different  from  the 
then  design  of  the  machine  that  you  and  your 
son  inspected? 

A.   Well,  I  would  say  that  I  think  this  was 
in  our  minds.   We  are  dealing  with  people  we 
knew  nothing  of.   We  knew  nothing  of  the 
caliber  of  the  people  behind  Industrial 
Dynamics.   They  were  strangers  to  us.   If 
they  are  holding  back  ideas  at  the  time  they 
sold  this,  there  would  be  no  sense  of  buying 
the  patent  if  they  had  something  they  were 
going  to  come  out  with  which  would  throw  this 
out  of  the  window, 

Q.   In  this  regard,  were  you  also  concerned 
with  that  which  they  might  yet  design,  which 
they  might  not  as  you  put  it,  be  held  back? 

MR.  BECKWITH:   Do  you  understand  that 
question:   I  object  to  it. 

MR.  HORN; 

Q.   Were  you  concerned,  Mr.  Meyer,  with  securing 
an  agreement  from  Mr.  Calhoun  and  his 
associates  from  manufacturing  and  offering  for 
sale  an  empty  bottle  inspection  machine  which 
was  different  from  that  described  in  the 
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patent  applications  in  question,  which  they 
had  not  yet  thought  of  but  which  they  might 
later  think  of? 

(exchange  between  attorneys  omitted) 

A.   Well,  I  think  we  felt  that  they  shouldn't 
compete  in  the  field  we  were  buying  the 
patents  in.   (emphasis  added)  (George  L.  N.  Meyer, 
Sr. ,  Deposition,  p.  21,  1.  5  -  p.  24.  1.  16) 

Following  this  answer  there  was  a  lunch  recess. 

Following  the  recess,  Mr.  Meyer's  answers  took  on  a  different 

color.   Later  in  the  day  Mr.  Meyer  testified  with  respect  to 

the  manner  in  which  negotiations  were  carried  on  between  himself 

and  Mr.  Calhoun  on  the  non-compete  clause.   A  relevant  extract 

of  Mr.  Meyer's  refreshed  testimony  is  set  forth  in  Appendix  D  . 

Mr.  Milton  Shapiro,  who  took  part  in  the  negotiations  preceding 

execution  of  the  Patent  Transfer  Agreement,  representing  a  group 

of  financial  investors  of  IDC, confirmed  on  deposition  that  Meyer 

was  seeking  to  prevent  competition  from  IDC  via  the  inclusion  of 

Article  XIV.   A  relevant  extract  of  that  testimony  is  set  forth 

in  Appendix  E. 

Finally,  the  plain  meaning  of  Article  XIV  is  borne  out 

I  ' 

by  the  facts  subsequent  to  the  signing  of  the  agreement.   Neither 

IDC  (Electro-Dynamics  Corporation)  nor  Calhoun,  Browning,  or  any 
of  the  companies  with  which  Calhoun  or  Browning  have  been 
associated,  have  manufactured  or  sold  a  bottle  inspection 
machine  for  detecting  foreign  particles  since  September  21, 
1959,  (Finding  of  Fact  No.  19,  20,  R.  1825),  whereas  Wyman, 
not  being  bound  by  the  Patent  Transfer  Agreement,  has  sub- 
sequently introduced  a  competitive  machine  to  the  market. 
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In  summary,  Article  XIV  has  a  plain  and  simple  meaning; 

that  IDC  was  not  to  make  any  machines  for  performing  the  function 

of  inspecting  empty  bottles  for  foreign  particles  which  were 

competitive  with  any  such  machine  made  by  Meyer,  for  a  period  of 

approximately  22  years,  anywhere  in  the  world.  This  is  based 

■ 

upon  the  clear  and  necessary  relationship  of  the  terms  employed 

by  the  parties  and  the  subsequent  performance  thereof  by  IDC, 

Calhoun  and  Browning.   To  give  Article  XIV  any  other  meaning 

than  that  of  a  traditional  non-compete  clause  would  offend  that 

I 

which  naturally  flows  from  the  provision.   In  conclusion,  the 

weight  of  reason,  facts  and  expectations  demand  that  Article 

XIV  be  read  simply  as  a  non-compete  clause. 

2.  A  Patent  Is  Misused  When  The  Transfer  Of 
Rights  Thereunder  Is  Coupled  With  A  Non- 
Compete  Clause. 

It  is  important  to  first  define  the  scope  of  the 

patent  monopoly  granted  by  Congress.   The  patent  grant  is 

defined  by  35  U.S.C.§§  271(a),  112,  which  statutes  are  sum-     ^ 

marized  in  the  established  rule  that  the  claims  of  the  patent 

define  the  invention  that  is  protectible.   The  final  element  of 

the  lawful  monopoly  is  found  in  35  U.S.C.  §  283,  which  provides 

for  an  injunctive  remedy  for  infringement. 

These  three  statutory  code  sections  provide  that  the 

patent  owner  has  the  monopolistic  right,  in  accordance  with  the 

principles  of  equity,  to  exclude  another  from  manufacturing, 

selling  or  using 

1.  The  invention  which  is  defined  by  the 

claims  of  the  patent, 

2.  for  the  file  of  the  patent. 


lAjhen  the  patent  owner  attempts  to  broaden  the  scope  of  the  law- 
ful patent  monopoly  by  soliciting  the  performance  of  acts 
beyond  the  scope  of  the  statutory  grant,  he  runs  the  immediate 
risk  of  having  his  patent  held  unenforceable  for  being  misused. 
J        The  doctrine  of  patent  misuse  is  founded  upon  deep 
cooted  public  policies  and  equitable  principles.   It  is  directly 
related  to  the  "unclean  hands"  doctrine,  that  is,  a  party 
seeking  the  aid  of  the  court  of  equity  must  come  into  the  court 
^ith  clean  hands.   Morton  Salt  Company  v.  G.  S.  Suppiger  Co. , 
J 14  U.S.  488  (1942).   The  clean  hands  required  of  a  patent  owner 

b 

Ln  a  patent  case  must  be  viewed  against  the  circumstance  that 
le  is  exerting  a  monopoly  and  requesting  the  court  to  grant 
Injunctive  relief  to  enforce  this  monopoly.   Consequently,  the 
patent  owner,  in  conjunction  with  the  court,  has  the  power 
to  eliminate  competition,  to  stop  a  person  from  manufacturing 
a  product  and  to  drive  a  person  out  of  business.   The  issuance 
af  an  injunction  in  the  instant  case  would  have  driven  SME 
[completely  out  of  business  as  SME's  only  product  is  an  empty 
bottle  inspection  machine.   The  court's  concern  with  the 
public  interest  in  free  competition,  draped  against  the 
extraordinary  power  and  effect  of  the  injunction  remedy  should 
therefore  not  be  lightly  disregarded. 

The  doctrine  of  misuse  looks  toward  preventing  public 
harm  rather  than  being  wholly  concerned  with  the  individual. 
The  nature  of  the  harm  protected  against  is  the  unlawful 
expansion  of  the  patent  grant  detrimental  to  the  public 
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.titlement    to   competing   devices.      McCulloug;h  v.    Kammerer   Corp.. 

6  F.2d   759    (9th   Circuit    1948). 

Individuals  are  not  by  private  agreement  permitted 

expand  the  scope  of  a  patent.   This  was  clearly  explained 

the  Motion  Picture  case  (243  U.S.  502  (1917)  )  wherein  the 

urt  stated  that  the  extent  of  a  monopoly  assertable  through 

e  use  of  a  patent  is  defined  and  limited  by  the  patent  law, 

d  the  patentee  will  not  be  permitted  to  impose  any  conditions 

ich  he  chooses  upon  any  use  of  the  patent  which  he  may  allow. 

In  United  States  v.  Univis  Lens  Co.,  Inc.,  316  U.S. 

1  (1942)  Chief  Justice  Stone  further  clarified  this  concept 

stating  that  the  particular  form  by  which  the  monopoly 

sought  to  be  extended  is  immaterial.   And,  more  recently, 

the  case  of  Hensley  Equipment  Co.,  Inc.  v.  Esco  Corp., 

3  F.2d  252,  260  (5th  Circuit  1967),  the  court  stated: 

Pursuant  to  the  ^patent  monopolyj  the 
patentee  may  exploit  his  exclusive  rights 
as  he  sees  fit,  but  should  his  exploitation 
exceed  means  "normally  and  reasonably  adapt- 
ed to  secure  pecuniary  reward  for  the  [patent] 
monopoly,"  his  actions  become  subject  to  the 
same  restraints  as  are  imposed  upon  those 
not  protected  by  patent's  monopoly,  such  as 
the  antitrust  laws.   (citations  omitted) 

Continuing  at  p.  261,  the  court  relied  upon  the  Morton 

It  case,  supra ,  wherein  Mr.  Justice  Stone  stated: 

It  is  the  adverse  effect  upon  the  public 
interest  of  a  successful  infringement  suit 
in  conjunction  with  the  patentee's  course  of 
conduct  which  disqualifies  him  to  maintain 
the  suit,  regardless  of  whether  the  particular 
defendant  has  suffered  from  the  misuse  of  the 
patent.  .  .The  patentee,  like  those  other 
holders  of  an  exclusive  privilege  granted 
in  the  furtherance  of  a  public  policy,  may 
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not  claim  protection  of  his  grant  by  the 
courts  where  It  is  being  used  to  subvert 
that  policy."  (emphasis  added) 

Thus,  the  rationale  for  patent  misuse  is  based  upon 
containment  of  the  patent  monopoly,  avoidnace  of  restraints 
on  free  competition  and  the  unclean  hands  of  the  patentee 
viewed  in  the  light  of  his  course  of  conduct. 

a.   The  Trial  Court  Erred  As  A  Matter  Of 
Law  In  Relying  Upon  A  "Reasonableness" 
Test  To  Conclude  That  The  '640  Patent 
W^as  Not  Misused 

Although  faced  with  the  clear  terms  of  Article 
XIV,  the  Trial  Court  determined  that  it  was  "reasonable"  for 
Meyer  to  protect  its  original  investment  in  the  patent  application, 
during  the  pendency  of  such  applications, and  therefore  concluded 
that  the  inclusion  of  Article  XIV  does  not  amount  to  a  misuse 
^of  the  '640  patent.   (Finding  of  Fact  No.  14,  R.  1823;  Conclusion 
of  Law  No.  4,  R.  1832-1833).   Apparently,  the  Trial  Court's 
preoccupation  with  the  alleged  fairness  of  allowing  the  holder 
of  a  patent  application  to  prevent  others  from  inventing  "around 
that  application,  or  inventllng]  something  that  would  be  an 
improvement  upon  the  device  in  that  patent  application"  (in 
short,  competiiTg),  is  the  root  of  the  Trial  Court's  erroneous 
conclusion.  (Tr.  ^V634).   It  is  strongly  urged  that  the  Trial 
Court's  application  of  the  fairness  or  reasonableness  standard 
:o  the  question  of  patent  misuse  is  clearly  erroneous. 

The  previously  cited  authorities  make  it  abundantly 
:lear  that  it  is  the  expansion  of  the  patent  monopoly  that  the 
loctrine  of  misuse  is  designed  to  prevent.   It  seems  no  less 
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:lear  that  contractual  provisions  designed  to  preventone  from 
.nventing  "around  [a  pending  application^,  or  invent [in£  some- 
:hing  that  ..ould  be  an  improvement  upon  the  device  in  that 
atent  application"  confer  upon  the  promisee  an  extraordinary 
ower  of  patent  monopoly  expansion.   There  is  no  legal  support 
hatever  for  the  proposition  that  where  the  patent  monopoly  is  so 
Kpanded,  there  will  be  no  misuse  if  the  contractual  provision  . 
aerates  fairly  or  reasonably  to  the  promisee.   The  doctrine  of 
^suse  is  not  concerned  with  the  particular  method  by  which  the 
mopoly  is  expanded;  if  the  monopoly  is  expanded,  or  one  is  given 
^e  power  to  expand  it,  that  patent  concerned  is  misused.   The    . 
'Ctrine  of  patent  misuse  does  not  recognize  the  Trial  Court's 
If-developed  reasonableness  test. 

Moreover,  the  courts  have  looked  at  the  alleged 
asonableness  of  contractually  preventing  competition  during 
e  pendency  of  a  patent  application  and  have  concluded  that 
contractual  prohibition  against  making,  using  or  selling  a 
^ice  in  competition  with  that  shown  in  a  transferred  patent 
Plication  amounts  to  an  illegal  restraint  on  free  competition. 
gmerhays  v,  .Srheu,  10  Cal.App.2d  574,  52  P. 2d  512  (3rd  District, 
15). 

And  finally,  the  Patent  Office  has  more  than  adequately 
•tected  the  patent  application  owner  in  the  e/ent  of  infringe- 
■t  or  threatened  infringement  by  providing  special  procedures 
reby  a  patent  may  be  promptly  issued  in  the  event  that  there 
an  infringing  device  actually  on  the  market.   U.  S.  Department 
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■  Commerce,  Manual  of  Patent  Examining  Procedure^  5§ 708.01, 
18.02  (3rd  Ed.  1961).  ' 

b.   In  View  Of  The  Plain  Meaning  Of 
Article  XIV,  Meyer  Has  Misused 
The  '640  Patent 

To  reiterate  briefly,  Article  XIV  provides: 

industrial  agrees  that  it  will  not 
enter  into  competition  with  Meyer  in 
the  manufacture  or  sale  of  bottle  inspec- 
tion machines  during  the  life  of  this 
,  agreement. 

Such  clauses  are  quite  common  and  have  been  the 

bject  of  much  litigation  respecting  their  validity  with 

ttle,  if  any,  question  as  to  their  meaning.   In  the  tabula- 

on  set  forth  in  Appendix  F  ,  there  are  a  number  of  non- 

npete  clauses  listed  together  with  cases  in  which  they  were 

tigated.   All  of  these  cases  found  the  clauses  in  question 

be  non-compete  clauses  in  the  traditional  sense.   Of  parti- 
lar  note  are  the  McCullough  v.  Kammerer  and  Berlenbach  v. 
derson  and  Thompson  Ski  Co.  cases  decided  by  this  Court.   In 
1  of  the  cited  cases,  the  clauses  involved  which  were  held  to 

non-compete  clauses  resulted  in  the  patents  being  declared 
sused.   From  a  comparison  of  Article  XIV  with  such  clauses,  it 
n  be  seen  that  it  is  substantially  identical  with  those  clauses 
Id  to  be  non-compete  clauses  and  which  resulted  in  misused 
tents.   It  is  particularly  worthwhile  to  compare  Article  XIV 

th  the  licensee  clause  in  the  McCul lough  case.   These 

i 

'auses  are  essentially  indistinguishable.   It  is  submitted 

at  Article  XIV  is  a  typical  boiler  plate  non-compete  clause 
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md  should  be  afforded  its  plain  and  simple  meaning  as  a  non- 
:ompete  clause. 

The  case  law  applicable  to  the  non-compete  clause  - 
lisuse  question  derives  from  the  "licensee-non-compete"  cases. 
;n  such  cases  the  licensor  obtains  from  the  licensee  a  promise 
:o  manufacture  only  the  patented  device  and  to  not  deal  in 
ompetitive  devices.   In  these  situations,  the  licensor  has 
ttempted  to  justify  this  provision  by  stating  that  it  is  a 
easonable  provision  necessary  to  insure  that  the  patent  licensee 
ill  fully  exploit  the  patent  so  that  the  patent  holder  receives 
is  just  reward  for  the  invention.   In  response  to  such  an 
rgument,  the  courts  have  almost  universally  held  the  non- 
ompete  licensee  provisions  to  be  a  misuse.   The  landmark  case 
n  the  area  is  National  Lock  Washer  Company  v.  George  K.  Garrett 
ibmpany,  137  F.2d  255  (3rd  Circuit  1943),  wherein  the  court 
estated  the  grave  public  interest  in  patent  matters  and  the 
.ecessity  for  restricting  the  patent  monopoly  to  the  statutory 
rant,  irrespective  of  the  method  employed  in  attempted 
xpansion. 

The  foregoing  doctrine  involving  the  non-compete 
icensee  has  also  been  applied  to  the  exclusive  licensee 
ituation.  For  example,  in  Park-In-Theatres  v.  Paramount- 
Ichards  Theatres,  90  F.Supp.  730  (D.  Del.  1950),  affirmed 
'er  curiam,  185  F.2d  407  (3rd  Circuit  1950),  it  was  held  that  a 
Lon-compete  clause  given  by  an  exclusive  licensee  resulted 
.n  a  misuse.   In  reaching  this  conclusion,  the  court,  relying 
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ipon  the  National  Lockwashcr  Company  case,  stated  at 
)0  F.Supp.  p.  735: 

.  .  .jlj  t  is  the  tendency  of  the  restrictive 
covenant  m  the  agreement  with  which  this  suit 
is  concerned  to  restrain  potential  competition 
from  other  non-infringement  types  o£  drive-in 
theaters  that  brings  it  into  conflict  with 
public  policy,  (emphasis  added) 

It  is  well  established  that  there  is  very  little 
ifference,  if  any,  between  an  exclusive  license  arrangement 
nd  a  transfer  arrangement  such  as  embodied  in  the  Patent 
ransfer  Agreement.   Such  agreement  included  royalty  pro- 
isions,  termination  provisions  whereby  the  patent  could  revert 
0  IDC,  patent  prosecution  clauses,  grant-forward  provisions 
nd  other  provisions  commonly  found  in  license  arrangements. 
Ex.  8) 

The  Supreme  Court  held  in  Waterman  v.  McKensie,  138 
. S.  252  (1891)  that  a  patent  assignment  agreement  is  in  sub- 
tance  the  same  as  an  exclusive  license  agreement,  and  there 
s  no  meaningful  distinction  between  the  two.  Thus,  there  is 
.0  meaningful  distinction  that  can  be  raised  solely  because 
f  the  differences  between  a  license  agreement  and  the  Patent 
transfer  Agreement. 

In  comparing  the  restricted  licensee  in  non-compete 
lases  and  the  licensor  in  a  non-compete  situation,  it  is  clear- 
lat  a  non-competitive  restriction  imposed  upon  a  licensee  has 
j|,  lesser  tendency  to  discourage  invention  and  research  and 
«2velopment  than  if  imposed  on  a  licensor.   In  most  instances, 
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■^  -  the  licensor  that  is  the  party  with  the  know-how  and 
bility  to  invent.   If  research  and  development  is  to  be 
ncouraged  by  the  patent  law,  it  is  the  licensor  (the  inventor) 
hat  must  remain  free  to  innovate  and  compete.   Furthermore, 
a  the  "licensee  situation",  there  is  some  scintilla  of 
istification  for  the  non-compete  clause  with  respect  to 
^e  patent  in  that  it  tends  to  insure  that  the  licensee  will 
:ploit  the  patented  device  and  the  licensor  will  obtain  its 
le  reward.   There  is  no  such  justification  for  including  a 
>n-compete  clause  in  the  "licensor  situation."  This  reason- 
g  is  particularly  applicable  in  the  instant  case.   IDC, 
Ihoun  and  Browning  were  the  designers  of  the  Meyer  machine. 
ey  were  the  persons  and  company  capable  of  research  and 
velopment.   Meyer  has  maintained  that  it  required  the  non- 
npete  clause  for  protection  of  its  investment.   it  is  sub- 
tted  that  the  protection  which  Meyer  sought  by  the  non- 
Qpete  clause  was  protection  from  competition. 
I       The  courts  and  writers  have  concluded  that  there 
no  difference  or  logical  basis  upon  which  to  distinguish 
;  "licensee  non-compete"  situation  from  the  "licensor  non- 
ipete"  situation.   In  the  McCul lough  v.  Kammerer  Corp. 
e,  suDra,  this  Court  stated  that  the   licensor's  agreement 
extend  the  patent  monopoly  area  by  excluding  itself  from 
mg,  using,  renting  or  licensing  a  competitor's  products 

the  same  prejudice  to  the  public  as  the  restricting  agreement 
the  licensee.   Accord:   Touchett  v.  EZ  Paintr  Corp.,  150  F. 
P-  384  (E.D.  Wis.  1957).   From  the  McCullou.gh  case,  and 
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:he  Scott  Paper  Company  case  cited  therein,  it  is  clearly  seen 

;hat  it  is  in  the  public  interest  that  the  licensor  be  unfettered 

)y  restrictions  such  as  non-compete  clauses.   The  import  of  the 

)olicy  of  leaving  the  inventor  (licensor)  free  to  develop  and 

.nnovate  is  succinctly  stated  in  R.  Nordhaus  and  E.  Jurow , 

'acent-Antitrust  Lax>7 ,  (1961)  at  page  8345: 

To  the  extent  that  an  agreement  of  this 
character  \ji   non-compete  clause  restricting 
the  licensor^  ,  which  is  usually  coupled 
with  a  grant  of  an  exclusive  license,  pre- 
vents a  licensor  from  dealing  with  unpatented 
competing  goods  or  processes  not  covered  by 
the  licensed  patent,  the  covenant  is  wholly 
outside  the  scope  of  the  patent  grant.   This 
covenant  prevents  a  licensor  from  acting  in 
fields  in  which  it  would  otherwise  be  en- 
titled to  act  even  if  the  licensee  owned  the 
licensed  patent  outright.   Furthermore,  it 
discouraged  research,  for  if  the  licensor 
should  develop  a  new  invention,  it  could 
not  be  practiced  in  the  event  it  was  competi- 
tive to  the  licensed  invention.   It  should 
be  quite  evident  that  the  covenant  does  not 
serve  in  any  way  to  benefit  the  licensor, 
but  rather  serves  solely  to  benefit  the 
licensee  through  the  compete  elimination  of 
competition  of  the  licensor.   Such  an  agree-_  o 

ment  is  subject  to  censure  as  it  is  clearly 
not  v^ithin  the  scope  of  the  patent  of  the 
licensor. 

These  established  legal  principles  have  been  directly 

ipplied  to  the  "licensor  non-compete"  misuse  situation  in 

;wo  cases  directly  on  point  with  the  instant  controversy. 

'he  Court,  in  the  McCul lough  case,  supra,  considered  the 

iollowing  non-compete  clauses: 

11.   The  Licensee  covenants  and  agrees 
during  the  term  of  this  license  agreement 
not  to  manufacture  or  use  or  rent  any  de- 
vice XA?hich  will  be  in  competition  with  the 
device  or  devices  covered  by  this  license 
agreement. 
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12.   The  Licensor  covenants  and  agrees 
during  the  term  of  this  agreement,  not  to 
manufacture,  sell,  rait,  license,  or  use 
or  in  any  way  do  business  with  the  device 
or  devices  covered  by  this  agreement  or 
petition  with  the  device  or  devices  covered 
l5y  this  agreement. 

Article  XIV  of  the  Patent  Transfer  Agreement ' is 
virtually  identical  with  the  above  paragraph  11,  and,  in 
substance,  identical  to  the  above  paragraph  12.   This  Court 
stated  that  these  covenants  unlawfully  extended  the  monopoly 
of   the  licensed  patent  thereby  causing  the  patent  to  be  mis- 
used.  Specifically,  in  considering  the  effect  of  the 
licensor 's  covenant,  this  court  stated  at  155  F.2d  762: 

With  regard  to  the  licensor's  agreement 
with  the  licensee  to  make  more  certain  the 
licensee's  profit  by  extending  the  monopoly 
area  by  excluding  itself  from  making,  using, 
renting  or  licensing  competitive  cutters, 
such  a  patent  monopoly  extension  by  the 
agreement  of  the  licensor  has  the  same  pre- 
judice to  the  public  as  the  restricting 
agreement  of  the  licensee. 

rhis  statement  has  direct  application  to  the  instant  case 

wherein  the  entire  company,  the  transferor  (who  stands  in 

substantially  the  same  position  as  a  licensor),  restricts 

itself  from  dealing  in  competitive  devices  for  a  period  of 

approximately  twenty-two  years  (the  life  of  the  patent  plus 

the  pendency  period)  in  an  unlimited  geographical  area.   The 

public  experiences  a  greater  prejudice  in  this  case  than  that 

i^hich  concerned  the  court  in  the  McCullough  case.   Article 

KiV  effectively  eliminated  IDC,  the  alleged  innovator  and 

creator  of  the  alleged  first  commercially  successful  empty 
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bottle  inspection  machine,  from  the  field.   It  discouraged 

research  and  development.   It  enabled  Meyer,  one  of  the  largest 

bottle  handling  equipment  manufacturers  in  the  United  States, 

if  not  the  largest,  to  approach  or  obtain  a  monopoly  position 

on  another  product  which  forms  a  part  of  a  bottling  line. 

rhus ,  the  non-compete  clause  has  enabled  Meyer  to  continue 

to  repeat  its  statement  that  it  is  "the  only  manufacturer  of 

3  completely  automated  and  integrated  bottling  line."  (Ex.  35) 

[t  is  only  by  the  escape  of  Wyman  from  the  scope  of  the  non- 

:ompete  clause  that  Meyer  was  prevented  from  perpetrating  a 

Lotal  and  complete  monopoly  of  empty  bottle  inspection  machines. 

Chus ,  the  public  has  been  greatly  prejudiced  by  Meyer's  use 

3f  the  non-compete  clause. 

The  most  recent  case  dealing  directly  with  the 

Licensor  (inventor-patent  transferor)  non-compete  situation 

Ls  Touchett  v.  E  Z  Paintr  Corp.,  supra ,  wherein  the  court  was 

concerned  with  the  following  non-compete  clause: 

Touchett  [plaintiff]  agrees  to  be  precluded  from 
manufacturing  or  selling  or  causing  the  manufacture 
or  sale  of  any  of  the  items  covered  by  the  fore- 
going patents  or  of  any  paint  rollers  or  paint 
trays  substantially  similar  to  the  items  covered 
by  said  patents  provided  only  that  Touchett  shall 
be  entitled  to  manufacture  such  items  upon  the 
request  and  order  of  the  corporation. 

The  Court  in  the  Touchett  case,  citing  McCullough, 

:oncluded  that  the  patents  before  it  were  misused.   However, 

jrt  did  not  apply  the  consequences  of  the  misuse  doctrine 

1' 

igainst   the  misuser  because   the   case   involved   a    licensee   and 

\ 

.icensor  controversy  with  the  party  least  "to  blame"  for  the 
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misuse  being  the  plaintiff.   Therefore,  as  an  equitable  pro- 
position, the  Court  did  not  impose  the  doctrine  against  the 
plaintiff  in  favor  of  the  more  blameworthy  licensee. 

As  to  this  aspect  of  the  Touchett  case,  the  instant 
case  is  distinctly  different.   Here,  Meyer,  the  patent  trans- 
feree, proposed  the  non-compete  clause  and  is  suing  (counter- 
claiming  for  infringement)  a  third  party  (SME) .   Meyer  is  the 
active  party  in  stifling  competition,  and  it  should  not  be 
permitted  to  now  further  stifle  competition. 

In  summary,  the  plain  and  simple  meaning  of  Article 
XIV  is  that  IDC  (and  Messrs.  Browning  and  Calhoun  via  para- 
graph 4  of  the  Consultant  Agreement)  are  precluded  from  com- 
peting with  Meyer  in  the  manufacture  or  sale  of  a  machine  for 
inspecting  empty  bottles  for  a  period  of  22  years,  in  an  un- 
limited geographical  area.   Thus  analyzed,  Article  XIV  un- 
lawfully extends  the  patent  monopoly  in  two  directions: 

1.  It  extends  the  scope  of  the  monopoly  to  cover 
devices  outside  of  the  claims  of  the  transferred  patent  rights, 
an  extension  clearly  condemned  as  a  patent  misuse  by  the  fore- 
going authorities;  and, 

2.  It  extends  the  period  of  the  non-competition  pro- 
hibition to  include  the  pendency  period  of  the  transferred 

i 

'applications,  a  prohibition  which  is  not  only  not  provided  for 
by  the  patent  laws,  but  is,  as  a  matter  of  law,  illegal. 

A  court  of  equity  should  not  condone  the  competition 
stifling  effects  of  such  expansion.   The  Trial  Court  clearly 
erred  in  failing  to  conclude  that  such  expansion,  under  any 

guise,  is  a  misuse  of  the  related  '640  patent. 

I    -  ■  •  •   . 
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3.  A   Patent  Is  Misused  l\n^ien  The  Transfer  Of  Rjr^hts 
Thereunder  Is  Coupled  With  A  Grant-Forv;ard  Clause 

Article  VIII.  A.  of  the  Patent  Transfer  Agreement 

ireafter  "Article  VIII.  A.")  provides; 

In  the  event  Industrial  or  its  employees 
during  the  term  of  this  agreement  shall 
invent  or  devise  any  improvement  in  bottle 
inspection  machines  forming  the 
subject  of  this  agreement,  it  shall  promptly 
disclose  the  same  to  Meyer  and  make  such 
improvements  available  exclusively  to 
Meyer  at  no  additional  royalty.   (Ex.  8) 

I       All  of  the  arguments  heretofore  made  with  respect 

the  illegality  of  non-compete  clauses  apply  with  equal 

;or  to  the  foregoing  grant-forward  clause.   A  contractual 

)vision  whereby  the  grantee  obtains  royalty  free,  exclusive 

;hts  in  all  of  the  grantor's  future  inventions  in  a  specific 

ild,  or  relating  to  a  particular  product,  effectively 

.minates  the  grantor  as  a  competitor  with  respect  to  such 

)duct . 

The  usual  situation  in  the  grant  of  future  patent 

;hts  pursuant  to  a  patent  transfer  agreement  is  one  wherein 

Licensee  agrees  to  license,  or  to  assign  back  to  the  transferor, 

)rovement  patents  relating  to  the  licensed  invention.   Such 

pses   are  generally  referred  to  as  grant-back  clauses.   The 

)reme  Court  considered  such  clauses  in  Transparent-Wrap  Machine 

Operation  v.  Stokes  and  Smith  Company,  329  U.S.  637  (1947). 

this  case,  an  action  for  money  damages,  not  equitable  relief, 

i  Supreme  Court  held  in  a  5  to  4  decision  that  it  was  not 

I 

.egal,  per  se,  to  require  the  licensee  to  so   transfer  rights  in 
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improvement  patent. 

The  ruling  of  the  Transparent -Wrap  case  was  based, 
part,  upon  the  premise  that  35  U.S.C.  §  261  permits  the 
lignment  of  patents  and  patent  applications,  and  consequently 
i  use  of  one  patent  to  acquire  improvement  patents  is  within 
1  statute  since  the  statute  does  not  limit  the  consideration 
it  may  be  employed.   The  Court  also  indicated  that  without  a 
•wing  of  lessening  of  competition,  there  could  be  no  anti- 
ist  violation  (or  misuse)  in  the  grant-back  situation.   The 
irt,  however,  did  recognize  that  there  is  a  possibility  that 
\   grant-back  clause  might  very  well  discourage  invention  and  be 
contradiction  to  the  patent  law  and  the  underlying  policy  to 
)mote  the  progress  of  science  and  the  useful  arts.   However, 
the  Transparent -Wrap  case,  the  Court  considered  that  the 
)vision  in  the  grant  back-clause  before  it  that  the  licensee 
lid  be  free  to  use  the  assigned  patents  without  additional 
'■alties  would  serve  the  useful  function  of  supplying  a  market 
:  the  improvement  patents.   Thus,  concluded  the  Court,  such 
iiuse  was  no  deterrent  to  innovation  or  invention. 

The  present  case  is  readily  distinguishable  from  that 
itsented  in  Transparent -Wrap   as  the  clause  herein  involved  is 
;rant-forward  clause  as  opposed  to  a  grant-back  clause. 
:ording   to  Article  VIII. A.,  IDC  is  obligated  to  assign  to 
:er,  or  to  make  available  exclusively  to  Meyer,  without  further 
;alty  payment,  any  future  inventions  relating  to  bottle 
^pection  machines  for  the  term  of  the  agreement,  a  period  of 
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)roxiniately  22  years.   Thus,  the  grant-forward  clause  approaches 
assignment  of  all  of  IDC's  future  Inventions  relating  to 
>ty  bottle  inspection  machines  for  the  detection  of  foreign 
•tides.   There  is  no  provision  in  the  patent  laws  for  the 
lignment  of,  or  the  contract  to  assign,  inventions  or  patent 
dications  not  yet  in  existence.   In  this  sense,  the  grant 
■ward  provision  goes  far  beyond  the  scope  of  35  U.S.C.  §  261. 
this  case,  as  opposed  to  that  presented  in  the  Trans parent -Wrap 
le,  there  is  no  provision  in  the  Patent  Transfer  Agreement  for 
;'s  own  use  of  its  improvements  or  inventions;  rather,  all 
:h  improvements  or  inventions  are  funneled  directly  to  Meyer. 
>  result  of  such  a  clause  must  of  necessity  be  to  discourage 
mention  by  IDC.   That  this  in  fact  has  happened  is  evidenced 
the  inventions  which  IDC  and  Calhoun  have  made  in  the  empty 
:tle  inspection  machine  field  since  the  signing  of  the 
reement,  as  compared  with  the  inventions  which  Calhoun  has 
)ceeded  to  make  in  other  fields.   The  Trial  Court  found  that 
isrs.  Calhoun  and  Browning,  on  behalf  of  IDC,  Ltd.,  have 
itinued  to  be  active  in  research  and  development  in  electronic 
i^lications  in  the  package  industry.   (Finding  of  Fact  No.  21, 
1825)   Yet,  at  a  time  when  SME  and  others  have  made 
i;nificant  improvements  in  empty  bottle  inspection  machines, 
i;srs.  Calhoun,  Browning  and  IDC,  Ltd.  have  not  produced  a 
igle  improvement.- 

While  erroneously  stated  as  a  finding  of  fact,  the 
:.al  Court  concluded  that  the  provisions  of  Article  VIII. A.,  and 
counterpart  in  the  Consultant  Agreement,  constitute  a  reasonable 

53. 


ithod  by  which  IDC  and  Messrs.  Calhoun  and  Browning  could 

.spose  of  improvements  on  the  bottle  inspection  machine  patent. 

Lis  conclusion  is  based  on  the  finding  that  they  could  not 

.cense  or  assign  these  improvements  to  a  third  party  because 

I  third  party  would  be  able  to  manufacture  and  sell  bottle 

I 

ispection  machines  coming  within  the  claims  of  the  basic  patents 

rned  by  Meyer.   (Finding  of  Fact  No.  25,  R.  1828-1829)   Again, 

;  is  submitted  that  the  "reasonableness"  test  is  not  a  proper 

.ement  in  the  determination  of  misuse  in  view  of  the  obvious 

:pansion  of  the  patent  monopoly  effected  by  Article  VIII.  A.   More- 

'er,  it  appears  that  the  Trial  Court  was  persuaded  into  its  con- 

.usion  of  reasonableness  based  upon  Meyer's  argument  to  the 

■feet  that  it  was  reasonable  to  Meyer  to  receive  such  improvements 

)yalty  free.   It  is  SME ' s  contention  that  the  focal  point  of  the 

•oper  inquiry  is  whether  the  public  interest  is  benefitted  by  such 

:ovision,  not  whether  Meyer  is  benefitted  thereby.   It  is 

ibmitted  that  so  viewed,  the  grant-forward  provision  is  not 

lasonable.   Contrary  to  the  Trial  Court's  conclusion,  had 

'.ssrs.  Calhoun,  Browning  and  IDC  been  free  to  undertake  further 

ivelopment,  improvements  would  indeed  be  valuable  in  the  hands 

;  parties  other  than  Meyer.   Sales  of  the  underlying  bottle 

iSpection  machines  would  clearly  be  even  more  "maximized"  if 

.e  improvements  were  available  to  third  parties  who  in  turn 

uld  use  such  improvements  as  leverage  to  gain  cross-licenses 

■om  Meyer,  thereby  widening  the  scheme  of  distribution  of  the 

jder lying  machines.   Furthermore,  such  improvement  patents  in 
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;  hands  of  third  parties,  as  well  as  in  Meyer's  hands,  would 

id  to  perpetuate  the  marketing  outlets  for  the  underlying 

:hines  upon  expiration  of  the  basic  patents. 

Thus,  it  must  be  concluded  that  Meyer  was  not  truly 

icerned  with  the  alleged  protection  of  sales  and  royalties 

the  inventors  of  such  proposed  improvements  but  rather  was 

;erested  in  insuring  that  Meyer,  and  only  Meyer,  obtained 

;  benefits  thereof  to  the  exclusion  of  other  competitors  in  the 

ild.   As  a  result,  the  instant  provisions  go  far  beyond  those 

)tected  in  the  Trans parent -Wrap  case  and  into  the  area  of 

jconduct  amounting  to  unclean  hands  and  patent  misuse  which 

msparent-Wrap  recognized. 

C.   Meyer  Is  Guilty  Of  Unclean  Hands  With  Respect  To  Its 
Conduct  In  Connection  With  The  '640  Patent. 

It  is  well  established  that  the  course  of  conduct  in 
mection  with  a  patent  which  can  lead  to  patent  misuse  can  take 
/ariety  of  forms.   Activities  which  have  been  held  to  constitute 
:ent  misuse  include:   tying  the  sale  of  an  unpatented  article 
that  of  a  patented  article;  price  fixing;  exclusive  dealership 
reements;  intentional  patent  mismarking;  charging  excessive 
/alty  rates;  using  the  patent  to  effectively  boycott  the  market; 
1  discriminatory  pricing  agreements.   Cases  collected:   Shur, 
:ent  Enforcement,  Misuse  and  Antitrust,  Chapter  III  (Lerner  Law 
3k  Co.,  Inc.,  1967) . 

These  diversified  examples  of  patent  misuse  have  a 
nmon  denominator:   those  benefiting  from  a  patent  have  conducted 
smselves  in  a  way  which  was  designed  to  injure  the  public  by 
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^straining  competition  beyond  the  scope  of  the  patent,  by 
JHOpolizing  or  attempting  to  monopolize  a  particular  market, 
•  by  protecting  the  market  in  which  the  patent  was  effective 
'   discouraging  future  invention. 

In  the  Morton  Salt  Company  case,  supra,  the  Supreme  Court 
ild  that  a  court  of  equity  should  appropriately  withhold  its 
.d  to  a  patent  owner  when  the  conduct  involving  the  patent  is 
mtrary  to  public  interest.   The  issue  for  the  Supreme  Court 
,s  not  whether  the  defendant  was  actually  injured  or  whether 
le  antitrust  laws  were  actually  violated,  or  even  whether  the 
iblic  was  actually  harmed.   The- issue  was  whether  or  not  the 
lurt  should  come  to  the  aid  of  a  patent  owner  whose  conduct  was 
isigned  to  harm  the  public. 

The  equitable  doctrine  of  patent  misuse  is  further 

iphasized  in  Kobe,  Inc.  v.  Dempsey  Pump  Company,  198  F.2d  416 

.0th  Cir.  1952),  when  the  circuit  court  held  that  although  one  of 

)be ' s  patents  was  valid  and  infringed,  all  of  the  misconduct  that 

irrounded  the  Kobe  patents  would  not  only  render  the  patents 

lenforceable  but  would  entitle  the  defendant  to  $500,000.00  in 

images.   This  case  is  persuasive  in  that  it  shows  that  while  each 

.ement  of  a  course  of  conduct,  standing  alone,  may  not  be  unlawful, 

le  unequitable  totality  of  such  conduct  and  its  setting  is  strongly 

idicative  of  an  unlawful  scheme  not  to  be  condoned  by  a  court 

\   equity. 

1.   Meyer's  Conduct,  As  It  Affected  The  Market  In 
Which  The  '&40  Patent  Is  Operative,  Is  In 
Violation  Of  The  Public  Interest  And  Amounts  To 
Unclean  Hands . 
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This  Court,  acting  in  equity,  must  scrutinize  Meyer's 
nduct  in  the  market  in  deciding  whether  or  not  Meyer  has  the 
quisite  clean  hands  and  is  entitled  to  entertain  an  infringe- 
nt  suit.   The  following  summary  of  the  facts,  set  forth  in 
tail  at  p. 13-16   ,  supra,  illustrates  that  Meyer  has  pursued 
course  of  conduct  in  connection  with  the  '640  patent  which  was 
signed  to  restrain  competition,  discourage  inventiveness  and 
nopolize  the  entire  empty  bottle  inspection  machine  market. 

In  1959,  Meyer  decided  to  secure  patent  applications 

cie  of  which  resulted  in  the  '640  patent)  from  IDC,  which  would 

ve  Meyer  the  right  to  manufacture  and  sell  what  Meyer  believed  to 

the  then  only  commercially  acceptable  machine  for  detecting 

reign  particles  in  empty  bottles.   Meyer  could  have  negotiated 

is  purchase  in  several  different  ways,  but  it  elected  to  obtain 

1  of  the  rights  possible.  A   discussion  relating  to  such 

quisitions  is  set  forth  in  the  Encyclopedia  of  Patent  Practice 

d  Invention  Management  (R.  Calvert  ed.),  at  page  50,  wherein 

orge  E.  Frost,  the  antitrust  counsel  for  General  Motors  and  a 

ading  authority  in  the  field,  in  an  article  entitled  "Antitrust 

w  and  Patents",  states: 

In  most  instances  the  purchase  of  patent 
rights  does  not  bring  to  a  purchaser  suf- 
ficient market  control  to  raise  major 
problems  or  a  patent  of  enough  importance 
to  alter  significantly  that  market  position. 
Where  this  is  not  true,  however,  considera- 
tion should  be  given  to  handling  the  matter 
in  some  fa"shion  that  does  not  toreclose  con- 
tinued competitive  activity  by  tne  seller 
of  the  "patent.   One  such  way  is  to  acquire 
a  non-exclusfve  license  rather  than  purchase 
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the  patents.   Another  procedure  may  be  to 
purchase  the  patents  v;ith  a  non-exclusive 
license  back  tc  die  seller."   (Emphasis 
added) 

Although  Meyer  was  purchasing  the  patent  applications 

Lch  Meyer  believed  would  have  a  significant  effect  on  the 

3ty  bottle  inspection  machine  market,  Meyer  did  not  choose  any 

the  alternatives  recommended  by  Frost.   Instead,  Meyer  chose 

acquire  the  patent  rights  in  a  way  in  which  Messrs.  Calhoun, 

3  Browning  and  IDC  would  be  prevented  from  competing  in  this 

rticular  market  in  the  future.   This  was  effected  by  the 

elusion  of  the  non-compete  clauses  Articles  XIV,  V  and 

ragraph  4  of  the  Patent  Transfer  and  Consultant  Agreements, 

spectivcly. 

■        In  case  these  two  non-compete  clauses  would  be 

Jufficient  for  Meyer  to  completely  tie  up  the  empty  bottle 

Bpection  machine  field,  Meyer  also  added  the  right  of  first 

Eusal  and  grant-forv^ard  clauses  in  the  Patent  Transfer  and 

isultant  Agreements,  a  combination  which  not  only  goes  beyond 

2  scope  of  the  original  patent  application  but  also  beyond  the 

Dpe  of  the  empty  bottle  inspection  machine  market  to  include 

ly  invention .. .relating  to  electronic  applications  for  the 

:kaging  industry,..."  (Ex.  8,  Article  VIII. C.) 

j         It  is  not  difficult  to  see  what  plan  Meyer  was 

tempting   to   carry   out.      If  Meyer   could    secure  v>7hat   at   that 

ne,  in  its  judgment,  were  the  only  significant  patents  in  the 

2ld  and  at  the  same  time  lock  up  the  creative  technological 

lent  in  this  field  by  consultant  agreements  with  non-compete, 
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ant-forv;ard   and   right-of-f irst-refusal   clauses,    Meyer  would 

\7e  a   monopoly   in    this    particular  market   for   a    substantial 

3unt   of   time. 

If  more  proof  of  Meyer's  persuasive  plan  is  necessary, 

:h  can  be  found  in  a  letter  of  May  5,  1960  from  R.  E.  Antholine, 

officer  of  Meyer,  to  Calhoun.   (Ex.  28)   The  letter  was  sent 

ter  Meyer  realized  that  they  had  encountered  their  first 

npetition  ~-  from  a  machine  designed  by  Wyman .   Wyman  V7as  not 

compassed  within  the  scope  of  either  the  Patent  Transfer 

reement  or  the  Consultant  /agreement  since  he  had  left  IDC 

Lor  to  the  Meyer  patent  acquisition. 

The  letter  states:  ' 

I  am  not  familiar  v;ith  the  patent  situation 
so  v;ill  not  comment  as  this  vjill  have  to  be 
resolved  by  the  attorneys  anyway;  but  I  cer- 
ta in ly  never  exp ected  any  such  development 
rronPa  memSer  of~"your  team  atTlie  "tiirie  we 
began  negotiations  and  note  that  you  will 
prosecute  i"F~He~is'  breaching  his  contract 
or  infringing.   (Emphasis  added) 

This  letter  is  extremely  significant  in  that  it 

)ws  unequivocally  that  Meyer  was  extremely  disappointed  and 

)arently  surprised  v.-'hen  they  realized  that  they  had  a 

npetitor  in  the  empty  bottle  inspection  market.   Apparently 

/er  had  thought  that  the  result  of  the  negotiations  with 

Lhoun  and  Browning  V7as  that  there  would  be  little  chance  of 

npetition  in  this  field  from  IDC  or  any  of  its  principal  people. 

:e  competition  was  discovered,  Meyer  and  Calhoun  sought  means 

prosecute  Wyman.  Meyer  and  Calhoun  considered  the  Wyman 

59. 


trmination  Agreement,  broadened  an  existing  patent  application, 
Led  a  broadened  continuation  application,  and  filed  a  new 
;ent  application  on  a  stale,  only  partially  conceived  idea. 

This  attitude  of  Meyer  and  Calhoun  tox-jard  eliminating 
npetitors  did  not  end  with  Wyman .  As    late  as  August  12,  1964, 
Lhoun  v;rote  a  letter  to  Meyer  (Ex.  32)  v;hich  so  significantly 
Lustrates  their  business  designs  that  it  must  be  quoted  in 


tail: 


During  your  recent  visit  V7e  discussed  the 
Mark  IV  patent  situation ...  Industrial  Dynamics' 
position,  verified  at  a  recent  board  meeting, 
on  possible  infringement  of  its  product  by 
other  companies,  "will  Ee"  as  fast  a n d  as 
ruthless  as  possible ....  It  is  our  aim  to 
establish  a  reputation  of  attacking  anyone 
as  viciously  as  possible  V7ho  infringe  or 
possibly  could  infringe  any  of  our  patents... 
(Emphasis  added) 

After  reviev7ing  the  two  competitive  systems, 
I  think  the  unit  produced  by  San  Marino  Elec- 
tronics falls  more  nearly  within  the  general 
scope  of  the  Mark  IV  claims.   The  Barry-VJehmiller 
unit    invented  by  V7yman   ,   though  covered 
in  a  broader  sense,  certainly  deviates  further 
from  our  teachings  than  the  San  Marino  unit. 
I  realize  that  Barry-Wehmiller  is  hurting  the 
overall  sales  picture  more  than  San  Marino, 
but  I  feel  it  would  probably  be  wiser  to 
tackle  San  Marino  first  v^hile  B.V7.  tries  to 
second  guess  the  next  move.   This  is  true 
for  all  the  follov.7ing  reasons: 


•k     -k     -k 
2. 
unab" 


San  Marino  is  smaller  and  financially 
?Te"tb  cope  with  a  court  figHt";  .  .  ♦ 


3.   Crovm-Cork  represents  San  Marino  and 
there  may  be  a  possibility  of  scaring 
them  off,  if  they  think  that  may  be  involved 
in  a  court  action  on  a  unit  that  isn't  theirs. 

■k     k     k 

6. 

com-petitors   could  be  e_s_tablished  much  cheaper 
V7ith' a  hTjfhe'r   probability   oF~success.  .  . 
TEmpTxasis   adde31 
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Finally,  I  think  the  trend  of  attacking 
m.petitors  could  Ee  established  much  cheape 


In  response  to  this  letter,  the  president  of  Meyer 

nt  the  following  letter  of  August  17,  1964  (Ex.  33): 

Dear  Fred : 

Many  thanks  for  your  letter  of  August  12 
re  patents.   _^_am  glad  to  see  you  have  altered 
your  position  somev;hat . "  ATter  our~return  from 
CilTFornia,'  l"  aslceB  our  patent  attorneys  to 
take  action  against: 

1.  San  Marino  in  California 

2.  Barry-Wehmiller  in  St.  Louis,  and, 

3.  Barry-Wehmiller  in  England. 

I  concur  that  one  must  use  his  patents  t^ 
prevent  competition  or  it"~~is  useress  to  obta"in 
tTiem.  ""^EmpHasis  addedy~ 

As  further  evidence  of  Meyer's  illegal  web  of 

:lusivity  in  the  empty  bottle  inspection  market,  the  Court's 

tention  is  invited  to  the  only  license  Meyer  has  been  vjilling 

negotiate  in  connection  with  the  empty  bottle  inspection 

:hine  patent.   This  license  was  to  the  Mitsubishi  Company  of 

Dan  and  gave  Mitsubishi  the  exclusive  rights  to  manufacture 

I  sell  the  empty  bottle  inspection  machine  in  Southeast  Asia, 

return  for  which,  Mitsubishi  was  required  to: 

1..   Not  compete  with  Meyer; 

2.  Not  dispute  the  validity  of  any  patent  issued 
Meyer  relating  to  the  licensed  empty  bottle  inspector;  and, 

3.  Advise  Meyer  of  and  license,  royalty  free,  all  improve- 
Its  made  on  the  licensed  product.   (Ex.  37,  38)   V7ithout  going 

:o  further  detail,  such  protection  goes  considerably  beyond  the 
pms  of  the  U.  S.  patent  owned  by  Meyer  and  further  illustrates 
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^-■er's  monopolistic  plan  to  control  the  entire  empty  bottle 

spection  market. 

Being  able  to  exploit  a  patent  monoply  is  a  grant 
special  privilege.   For  Meyer,  a  purchaser,  not  an  inventor, 
exploit  such  a  monopoly  privilege  (by  maintaining  an  infringe- 

)t   action  against  the  only  two  competing  manufacturers  of  empty 

:tle  inspection  machines)  it  must  come  into  court  with  clean 

ids.   This,  indeed,  is  not  the  case: 

(1)  Meyer's  conduct  was  clearly  designed  to  eliminate 
iipetition  by  precluding  competition  from  an  entire  company  (IDC) 
1  specifically  Messrs.  Browning  and  Calhoun: 

(2)  Meyer's  conduct  was  designed  to  monopolize  the 
)ty  bottle  inspection  machine  market  by  attacking  "anyone  as 
:iously  as  possible  V7ho  infringe  or  possibly  could  infringe"  the 
tent  and  by  filing  and  broadening  patent  applications  on  a 

lie  idea  to  cover  competitive  equipment;  and, 

(3)  Meyer's  conduct  injured  the  public  by  discouraging 
:ure  creativity  and  invention  by  requiring  IDC^  and  Messrs. 
)wning  and  Calhoun  to  assign  to  Meyer,  royalty- free, 

'   patentable  improvements  made  on  the  empty  bottle  inspection 

:hine . 

It  must  be  concluded  that  the  Trial  Court  erred  in 

i.ling  to  conclude  that  the  totality  of  such  conduct,  perpetrated 

;  the  dominant  force  in  the  bottle  handling  field,  is  flagrantly 

i'erse  to  the  public  interest  and  should,  therefore,  not  be 

Widened.   It  must  be  further  concluded  that,  in  viex^  of  Meyer's 
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pansion  of  the  patent  monopoly  amounting  to  a  misuse  of  the  '640 
tent  and  its  unclean  hands  v^7ith  respect  thereto,  the  Trial 
urt  erroneously  av;arded  the  costs  of  litigation  incident  to 
ial  on  the  misuse  issue  to  Meyer.  : 

Meyer  Has  Not,  And  Cannot,  Nov;  Purge  Its  Misuse 
The  Patent  Transfer  Agreement  was  in  full  force  and  effect  at 
iS  time  of  the  filing  of  the  Complaint  in  this  suit  and  until 
me  of  1966,  when  the  closely  related  Calhoun  (Meyer's  only 
chnical  expert  witness  during  trial  of  this  controversy) 
id  Meyer  entered  into  an  agreement  in  an  attempt  to  dissipate 
le  effects  of  Article  XIV.   On  or  about  June  23,  1966,  IDC 
Mch  by  change  of  name  was  then  called  Electro-Dynamics 
)rporation)  and  Meyer  entered  into  an  agreement  pursuant  to 
lich  Article  XIV  V7as  rescinded  and  declared  null  and  void, 
finding  of  Fact  No.  11,  R.  1822)   No  attempt  was,  or  has  been, 
3de  to  change,  rescind  or  erradicate  the  effects  of  the  grant- 
Drward  clause  VIII. A.   The  Trial  Court  concluded  that  in  view 
f  the  1966  agreem.ent,  Article  XIV  cannot  presently  impair  Meyer's 
ight  to  protect  the  '640  patent.   (Conclusion  of  Law  No.  8,  R. 
834)    Such  conclusion  is  clearly  erroneous  in  vievj  of  the 
stablished  legal  principles. 

It  is  submitted  that  the  effect  and  substance  of  a  non-compete 
lause  which  has  existed  for  seven  years  and  has  given  its  beneficiary 
seven  year  period  in  which  to  obtain  market  dominance  cannot 
eeliminated  by  the  act  of  tv70  "friends"  and  now  mutually  interested 
arties  combining  to  effect  the  1966  agreement.   The  damage  to 
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ipetition  that  has  been  c aused  over  the  past  seven  years  cannot 
reinstated  by  so  trivial  an  act.   This  act  by  Calhoun  and  Meyer 
itself  evidences  the  ma lum  in  se  nature  of  the  clause. 

The  Morton  Salt  case,  supra,  set  down  the  well  established 
.e  that  the  improper  practice  forming  the  basis  of  patent  misuse 
t  be  abandoned  and  the  consequences  of  the  misuse  must  have  been 
.ly  dissipated  before  the  patent  can  again  be  enforced.   Accord: 
Chemical  Co.  v.  Ellis,  314  U.S.  495  (1942). 

With  IDC  out  of  business  and  the  structure  of  the  bottle 

ipection  machine  market  fairly  well  settled,  the  modification 

the  Patent  Transfer  Agreement  is  meaningless  and  useless  in 

(sipating  the  effects  of  the  misuse.   At  this  time,  it  is 

lote  that  life  could  again  be  instilled  in  the  defunct  IDC. 

;  is  in  a  very  poor  position  to  reenter  the  market  in  view 

the  relationship  between  Calhoun  and  Meyer.   Meyer  distributes 

jstantially  all  of  Calhoun's  products;  Calhoun's  present 

iipany  does  research  and  development  on  such  machines  for 

^er;  and,  the  grant-forward  clause  (Article  VIII. A.)  requires 

It  all  of  IDC's  future  inventions  be  funneled  directly  to 

/•er.   Thus,  the  evils  sought  to  be  accomplished  by  the  non- 

npete  clause,  coupled  with  the  transfer  of  the  patents  in 

2stion,  has  been  perpetrated  and  the  modification  of  the 

reement  is  xv'holly  ineffective  to  remove  the  v^rong  committed. 

is,  therefore,  submitted  that  the  Trial  Court  clearly  erred 

concluding  that  Article  XIV  cannot  presently  impair  Meyer's 

ght  to  protect  the  '640  patent. 
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The  Result  of  Meyer's  Course  of  Conduct  Is  The  Imposition 
Of  Such  A  Gross  Injustice  Upon  SME  As  To  Warrant  An  Av^ard 
Of  Attorney's  Fees        t 

1.  An  Appellate  Court  Will  Disturb  The  Lower  Court's 
Conclusion  Regarding  An  Award  Of  Attorney's  Fees  In 
Proper  Cases. 

It  is,  of  course,  v^ell  settled  that  the  award  of 

;torney's  fees  in  patent  cases  is  discretionary  with  the  Trial 

)urt.   This  Court,  in  the  case  of  Dubll  v.  Rayford  Camp  and  Co., 

54  F.2d  899  (9th  Circuit,  1950)  stated: 

It  is  not  "the  duty  of  the  reviewing  court 
to  interfere  with  the  discretionary  power  confided 
to  the  trial  courts  by  Congress  to  award  attorneys 
fees  in  proper  cases  except  where  there  is  an  abuse 
of  discretion  amount  to  caprice  or  an  erroneous 
conception  o£  law  on  the  part  of  the  trTiT  judge . 
rcitations  omittedl  ""(Emphasis  added) 

lus,  it  is  not  only  entirel}'-  proper  for  an  appellate  court  to 

itertain  an  appeal  on  the  basis  of  a  failure  to  award  attorney's 

■es  or  expenses  of  §uit  (Duff -Norton  Company  v.  Ratcliff,  362 

2d  551  (9th  Circuit,  1966))  but,  in  proper  cases,  to  award 

torney's  fees  where  the  trial  court  had  erroneously  failed  to 

so.   Seismograph  Service  Corporation  v.  Offshore  Raydist,  Inc. , 

'3  F.2d  5,  (5th  Circuit,  1959).   Accordingly,  it  is  SME's 

)ntention  that,  based  upon  an-  erroneous  conception  of  the  law 

'levant  to  the  instant  controversy,  the  Trial  Court  abused  its 

scretionary  povjers  in  failing  to  award  SME  its  attorney's  fees, 

lereby  committing  error  rectifiable  by  this  Court. 

2.  An  Avjard  Of  Attorney's  Fees  To  The  Prevailing  Party_Is 
Proper  \7Here  'She   Losing  Party  Pursued  A  Course~'OT""^ 
Inequitable  Conduct 

35  U.S. C.  g  285  provides  that  a  court,  in  exceptional  cases, 
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y  award  reasonable  attorney's  fees  to  the  prevailing  party 

I  patent  cases. 

This  Court,  in  the  case  of  Talon,  Inc.  v.  Union  Slide 

istener,  Inc.,  266  F.2d  7  31  (9th  Circuit,  1959),  considering 

285,  stated  that  this  section,  enacted  in  1952,  adopted  the 

mguage  of  the  repealed  35  U.S.C.  §  70,  except  that  the  wording 

exceptional  cases"  was  substituted  for  "in  its  the  Court's 

LScretion."  This  change  v^as  explained  by  the  revisers  as 

jrely  expressing  the  intent  of  35  U.S.C.  §  70,  as  shown  by  its 

egislative  history  and  as  interpreted  by  the  courts.   Prior  to 

:s  decision  in  the  Talon,  Inc.  case,  this  Court,  in  the  case  of 

irk-In-Theaters,  Inc.  v.  Perkins,  190  F.2d  137  (9th  Circuit,  1951) 

)nsidered  the  proper  basis  of  an  award  under  35  U.S.C.  §  70  and  stated: 

Congress  made  plain  its  intention  that  such  fees 
be  allov;ed  only  in  extraordinary  circumstances... 
the  exercise  of  discretion  in  favor  of  such  an 
allovjance  should  be  bottomed  upon  a  finding  of 
unfairness'  or  bad  faitF  in  the  conduct  oT  the 
TosTng  part;y_,  9£__some__otjf^:  €i_c^rtabl.e_consf3^ 
ation  oT"^^niiTar  force,  whrcR  maRes  Tt  grossly 
unjust  that  the  V7inner  of  the  particular  lawsuit 
be  left  to  bear  the  burden  of  his  own  counsel's 
fees  which  prevailing  litigants  normally  bear. 
(Emphasis  added) 

.irthermore,  this  Court  stated  impliedly  in  Da ybr i t e  Light ing ,  In c  . 

>_Ruby  Lighting  Corp.,  191  F.2d  521  (9th  Circuit,  1951),  in 

iversing  the  Trial  Court's  award  of  attorneys'  fees  to  the 

:evailing  party,  that  such  an  award  can,  in  proper  and 

*cceptional  circumstances,  be  based  upon  a  showing  of  the 

squisite  unfairness  or  bad  faith  in  the  conduct  of  the  losing 

arty  as  well  as  a  specific  trial  court  finding  to  that  effect. 
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In  determining  what  are  and  what  are  not  "exceptional 
.rcumstances"  and  v;hether  or  not  there  is  "unfairness  or  bad 
dth  in  the  conduct  of  the  losing  party",  the  courts  V7hile 
)cusing  upon  the  totality  of  the  conduct  of  the  losing  party, 
jve  based  av.'ards  of  attorney's  fees  on  such  conduct  as: 
itent  misusej  fraud  on  the  United  States  Patent  Office  in  patent 
;quisition  ,  reliance  on  late  presented  claims  in  attem.pted 
iforcement  of  the  patent  ;  and  other  inequitable  and  unfair 
cactices  .   It  is  SME ' s  contention  that  Meyer's  course  of  conduct, 
trom  the  time  of  its  acquisition  of  rights  under  the  patent  in 
jit  up  through  trial  on  the  merits  of  the  instant  controversy, 
ncompasses  each  of  these  elements.   Accordingly,  it  is  submitted 
hat  had  the  Trial  Court  herein  properly  applied  established  legal 
rinciples  to  the  evidence  before  it,  it  would  have, 
nd  sliould  have,  awarded  SME  its  attorney's  fees.. 


Talon,  Inc.  v.  Union  Slide  Fastener,  Inc.,  supra;  Clapper  v  ._ 
riginal  Tractor  CaF~Co  .  ,  Inc  .  ,"T&3~F .  Supp  .  3F5~TSD  Ind  .  195"8)  , 
^o&iTfedT'^f^rTrTdTW'Oth   Circuit,  1959),  Cert,  denied,  361  U.S.  967. 

Dubil  vs.  Rayford  Camp  and  Co.,  supra;  Penns%,^ania  Crusher  Co.  v. 
iHTreh^irsTg^ei:"Co77'"I¥J~FT2d~445"T-^a"  CiTnrTt,  "r95l}T"Sairkes- 
arzlan7'lnc.  v.  Philco_Corp . ,  351  F.2d  557  (7tb  Circuit,  1965); 
ufr^Norton  v.  Ratc"TIl-.i:,  sup'ra ;  Stock  Equipment  Co.  __v_;^  Beaumont 
IrclTCo  .  ,  140"  U.S.  P. Q.  134^  (ED  Penn.  19VJ)  ;   'Mon  ol  i  t  h  Port  land 
idwest  Co.  v.  Kaiser  Aluminum  Corp.,  267  F.Supp.  Ti'B~(CD~Ca1~Lf .    1967) 

Crown  Machine  ancl_Tool  Co.  v.  KVP-Sutherland  Paper  Co.  ,  155  U.S.P.Q. 
JT^NlT'CalifT  T%7);    OelEaum  v.  The  Lovable  Co.,  211  F.Supp.  594 
SD  N.Y.  1962)  . 

general  Mo  t  or  s_  Cor  p  or  a  t  i  on  v.  Cadi  1  lac  _Mar  ine   and  Boat  Co . ,  226 
. Supp  .  "7:L5"^(V/b'Micli .  VWi)  ;  Monolitli  Portland"  Midwest  Co.  v. 
aiser  Aluminum  Corp. ,  supra. 
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3.   Since  Its  Acquisition  Of  Rights  In  The  '640  Patent, 
Meyer  Has  Pursued  A   Course  Of  Inequitable  Conduct 
Evidencing  Such  Bad  Faith  As  To  Warrant  The 
Imposition  Of  Attorney's  Fees. 

a.  Meyer  Has  Misused  The  '640  Patent  And  Is  Guilty 
Of  Unclean  Hands  In  Connection.  Therev7ith . 

The  question  of  Meyer's  misuse  of  the  '640  patent 

id  its  unclean  hands  with  respect  thereto  has  been  exhaustively 

ceated  hereinbefore.   In  vievj  of  such  discussion,  it  is  submitted 

lat  the  Trial  Court,  laboring  under  an  erroneous  conception  of  the 

3w  surrounding  the  doctrine  of  misuse  and  unclean  hands,  erred 

1  failing  to  find  the  '640  patent  misused,  and,  thereby,  on  the 

asis  of  the  criterion  set  forth  by  this  Court  in  the  Dubil  and 

alon  cases,  supra,  abused  its  discretionary  pov^ers  in  failing 

0  award  SME  its  attorney's  fees  incident  to  this  litigation. 

b.  Meyer   Committed  A  Fraud  On  The  United  States 
Patent  Office  During  Prosecution  Of  Applications 
Resulting  In  The  '640  Patent. 

SME's  summary  contentions  herein  are  that  Meyer 

erpetrated  a  fraud  on  the  Patent  Office  during  prosecution  of  the 

ontinuation  application  resulting  in  the  '640  patent  by: 

(1)  Withholding  known  prior  art  from  the  Patent 
ffice,  V7hich  prior  art  v;as  more  relevant  than  that  cited  by  the 
atent  Office  for  the  point  contended,  while  relying  upon  features 
isclosed  by  such  prior  art  in  attempting  to  distinguish  the 
lleged  invention  residing  in  the  '640  patent  over  other  prior 

rt  cited  by  the  Examiner;  and, 

(2)  Misrepresenting  the  extent  of  the  alleged 
ommercial  success  enjoyed  by  machines  corresponding  to  the  teachings 
f  the  '640  patent.  ,„ 
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This  Court,  in  the  Duff -Norton  Co.  case,  supra, 
dicated  that  fraud  practiced  on  the  Patent  Office  by  vjithholding 
own,  relevant  prior  art  would  be  a  proper  basis  for  the  award 

attorney's  fees  in  a  patent  litigation.   And  further,  in  the 
bil  case,  supra,  vjhile  remanding  the  case  because  the  basis 

the  trial  court's  award  of  attorney's  fees  was  not  clearly  stated, 

is  Court  indicated  that  where  a  patent  was  granted  upon 

terial  misrepresentations  made  to  induce  issuance  thereof,  such 

aud  would  be  a  sufficient  basis  for  the  award  of  attorney's  fees 

cident  to  litigation  of  such  patent. 

Turning  to  the  instant  controversy,  the  Trial 

urt  concluded  that  on  each  of  the  foregoing  contentions,  Meyer 

s  not  perpetrated  a  fraud  on  the  Patent  Office.   (Conclusion  of 

w  No.  14,  R.  1956-1957)   It  is  submitted  that  in  view  of  the 

Idence  before  the  Trial  Court,  the  Trial  Court  misapplied 

itablishcd  legal  principles  controlling  determinations  of  fraud 

I  the  Patent  Office  and  therefore  erred  in  reaching  its 

mclusion. 

It  is  well  established  that  fraudulant  or 

lequitable  conduct  vjith  respect  to  proceedings  before  the 

lited  States  Patent  Office  is  not  to  be  condoned.   Although  not 

liform.  of  development,  the  principles  of  application  of  the 

luitable  doctrine  of  fraud  to  patent  matters  have  been  clearly 

ifined.   It  is  submitted  that,  contrary  to  the  erroneous  conclu- 

Lon  of  a  fev;  courts,  the  equitable  doctrine  of  patent  fraud  is 

)t  that  of  the  classic  fraud,  v/herein  reliance  on  a  given 
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isrepresentation  is  a  necessary  element,  but  rather  is  focused 

pon  the  totality  of  an  applicant's  conduct  as  opposed  to  any 

ingle  misrepresentation  upon  which  the  Patent  Office  may  have 

elied  in  issuing  the  patent.   The  patent  monopoly  is  of  such 

rave  importance  that  one  who  has  demonstrated  a  lack  of  good 

aith  or  inequitable  conduct  in  the  acquisition  of  a  patent  should 

ot  be  alloxced  the  monopolistic  benefits  thereof.   Indeed, 

his  approach  has  been  accepted  and  stated  by  the  Supreme  Court 

f  the  United  States  in  the  case  of  Precision  Instrument  Mfg.  Co. 

■■  Automotive  Maintenance  Machine  Co.,  324  U.S.  806  (1945).   In 

hat  case,  \-7herein  the  plaintiff  sought  to  enforce  a  patent, 

;he  rights  to  which  they  had  purchased  with  full  knowledge  that 

;he  applicants  therefor  had  falsely  stated  the  dates  of  their 

lonception,  disclosure  and  reduction  to  practice, the  Court  states: 

"^^-^  Ei:ii-'^ilS_cloctriiie  in  this  case  is  the 
equitable  malcirimiat  'he  vjho  comes  into 
equity  must  come  V7ith  clean  hands.'   This 
Cdoctrinoj  is  a  self-imposed  ordinance  that 
closes  the  doors  of  a  court  of  equity  to 
one  tainted  vilth   inequitableness  and  bad 
faith  relative  to  the  matter  in  which  he 
seeks  relief ...  this  maxim,  necessarily 
gives  wide  range  to  the  equity  court's 
use  of  discretion  in  refusing  to  aid  the 
unclean  litigant.   It  is  'not  bound  by 
formula  or  restrained  by  any  limitation 
that  tends  to  trammel  the  free  and  just 
exercise  of  discretion.'   (Citations 
omitted) 

Accordingly,  one's  conduct  need  not 
necessarily  have  been  of  such  nature  as 
to  be  punishable  as  a  crime  or  as  to 
justify  legal  proceedings  of  any 
character.   Any  willful  act  concerning 
the  cause  of  action  which  rightfully  can 
be  said  to  transgress  equitable  standards  of 
conduct  is  sufficient  cause  for  invocation 
of  the  maxim. 
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The  far  reaching  social  and  economic 
consequences  of  a  patent,  therefore, 
give  the  public  a  paramount  interest 
in  seeing  that  patent  monopolies 
spring  from  backgrounds  free  from 
fraud  or  other  inequitable  conduct. 
(Emphasis  added) 

le  requisite  inquiry  imposed  by  the  Precision  case  is  clearly 

Lrected  to  the  question  of  whether  or  not  this  particular 

jtentee  has  done  all  lie  can  to  insure  that  the  public  is  not 

jddled  v.'ith  a  monopoly  unfairly  or  inequitably  acquired. 

It  is  vjell  established  that  the  practice  of 
raudulently  v;ithholding  anticipatory  prior  art  is  to  be 
Dndemned .   Every  applicant  is  under  the  clear  duty  to  come 
Drward  with  knovrn  relevant  prior  art  during  prosecution  of 
LS  application  when  the  Examiner  fails  to  bring  forth  the 
ame  or  equivalent  art.   A  violation  of  that  duty  is  a  fraudulent 
r a c t i c e .   United  States  v.  Standard  Electric  Time  Co . ,  155 
.Supp.  949  (D.Mass.  1957),  appeal  dismissed,  254  F.2d  598 
1st  Circuit,  1958) ;  Admiral  Corp.  v.  Zenith  Radio  Corp.,  296 
.2d  708  (10th  Circuit,  1961).   With  regard  to  the  instant 
ontroversy,  SME  contends  that  Meyer  has  not  only  disregarded  its 
uty  to  come  forward  with  knov?n  prior  art  but,  in  addition,  has 
learly  misrepresented  its  position  v^ith  respect  to  such  prior 
rt , 

The  more  recent  cases  of  Triumph  Hosiery  Mi lis,  Inc. 

_.  A  lamance  Indus  trie  s^  Inc.,  191  F.Supp.  652  (ND  N.C.  1961), 

ffirmed  in  part  and  reversed  in  part,  299  F.2d  793  (4th  Circuit, 

962),  cer_t.  denied,  370  U.S.  924  (1962)  and  Minnesota  Mining  and 
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if.    Co.  V.  Projection  Optics  Co.,  Inc.,  256  F.Supp.  354  (\^7D  N.Y. 
)66) ,  have  considered  the  question  of  withholding  prior  art  and 
iterial  misrepresentations  as  fraudulent  practices  upon  the 
itent  Office.   In  the  Triumph  Hosiery  Mills  case,  an  action 
)r  declaratory  relief,  the  trial  court  struck  down  the  patent 
1  suit  because  the  defendant  knev;  of  the  similarities  of  their 
Lleged  invention  and  the  uncited  prior  art,  yet  pointed  out  the 
ime  points  of  their  invention  as  different  from  other  prior 
:t.   The  trial  court  concluded  that  nondisclosure  of  the 
srtinent  art  was  fraudulent.   In  support  of  its  holding,  the 
rial  court  relied  upon  Armour  and  Co.  v.  Wilson  and  Co.,  168 
•Supp.  353,  359  (ND  111.  1958),  affirmed  in  part,  reversed 
[1  other  issues,  274  F.2d  143,  (7th  Circuit  1960),  wherein  that 
Durt  stated,  "The  patent  was  secured  after  furnishing  the  Patent 
ffice  with  false  and  misleading  evidence  and  statements,  and 
tiis  invalidates  the ..  .patent . "  Although  the  appellate  court  in 
tie  Triumph  Hosiery  Mills  case  reversed  the  findings  of  fraud, 
he  appellate  court's  decision  may  be  distinguished  from  the 
nstant  controversy.   That  appellate  court  found: 

(a)  That  testimony  by  the  defendant's  attorneys 
hat  the  uncited  art  v;as,  in  fact,  brought  to  the  attention  of 
he  Patent  Examiner  was  improperly  excluded  from  the  trial;  and, 

(b)  The  appellate  court  considered  the  sum  of 
he  cited  art  equivalent  to  that  art  which  was  not  cited,  a 

inding  clearly  contrary  to  the  findings  of  the  Trial  Court  herein. 
Finding  of  Fact  No.  11,  15(a),  R.  1942,  1944) 
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In  like  manner,  the  court's  reasoning  in  the 
iinesota  Mining  and  Mfg.  Co,  case  is  most  persuasive.   Again, 
.e  trial  court  struck  dowa   the  patent  in  suit  for  the  applicant's 
ilure  to  come  forward  with  known  prior  art.   In  holding  the 
tent  unenforceable  because  of  the  plaintiff's  inequitable 
nduct,  the  court  reasoned  thusly:   the  state  of  the  art  was  not 
,de  known  to  the  Examiner  when  the  inventor  was  attempting  to 
low  his  discovery;  the  very  feature  urged  so  strenuously  to 
le  Patent  Office  as  a  distinguishing  feature  over  the  prior  art 
;S  a  feature  clearly  shown  by  the  withheld  art;  and  when  threatened 

rejection  on  the  basis  of  the  cited  prior  art,  the  inventor 
died  upon  the  feature  shown  by  the  withheld  art  in  order  to 
itain  the  patent. 

With  regard  to  the  instant  controversy,  SME 
)ntends  that  Meyer  has  not  only  disregarded  its  duty  to  come 
)rward  V7ith  knovjn  prior  art  but,  in  addition,  has  clearly 
.srepresented  its  position  with  respect  to  sjch  prior  art 
lereby,  in  accordance  v;ith  the  foregoing  authorities,  coraraiting 
:aud  upon  the  Patent  Office. 

The  file  history  of  the  continuation  application, 

:osecutcd  by  the  attorneys  representing  Meyer  in  the  instant 

)ntroversy  on  behalf  of  Meyer,  is  replete  with  arguments  that 

le  invention  described  therein  embodies  a  "centered   optical 

canning   system".   During  prosecution  of  the  application,  Meyer 

-stinguished  such  embodiment  from  prior  art  cited  by  the  Examiner 

'   stating  that  the  scanning  systems  taught  by  the  cited  Stoate 

73. 


tent;   No.    2,636,602.    is    "contrasted    to    the   centered    system 

sclosed   and   claimed   by   cipplicant .  .  . "    (Ex.    41,    p.    396)      V/bile 

;  appears  to  be  true  that  Stoate  '602  does  not  teach  the  centered 

'Stem,  a  British  patent  issued  to  the  same  Stoate,  No.  517,229, 

;cepted  January  24,  1940,  does  so  teach.   The  Stoate  '229 

tent  V7as  knovm  to  Meyer  during  the  course  of  the  proceedings 

ifore  the  Patent  Office  while  Meyer  v;as  arguing  that  the  centered 

itical  system  was  an  important  and  novel  part  of  the  invention 

.sclosed  and  claimed  by  Meyer  and  that  Meyer  was  the  first  to 

iclude  the  centered  optical  system  for  the  bottle  inspection 

ichine  disclosed  and  claimed  by  Meyer.   (Finding  of  Fact  No.  15(a), 

.  1944;  Tr.  2669-70)   The  Stoate  '229  patent  was  brought  to  Meyer's 

:tention  during  prosecution  of  a  foreign  counterpart  of  the  '640  patent 

ifore  the  patent  office  of  Great  Britain. 

Turning  to  another  concept  of  V\7ithheld  prior  art, 

iyer ' s  knowledge  of  the  prior  employment  of  Messrs.  Calhoun  and 

Llliaras  is  particularly  relevant  to  Meyer's  bad  faith  or  in- 

luitable  conduct  in  failing  to  come  forward  v;ith  known  prior 

:t.   The  file  history  of  the  continuation  application  contains 

ingthy  arguments  vjherein  the  Examiner  contended  that  Macleish 

3tent  No.  2,931,912,  in  combination  with  Stoate  '602, 

instituted  anticipatory  prior  art  in  the  use  of  the  inspection 

:inciples  disclosed  by  the  patent  in  suit.   Meyer  argued  that 

■»e  Macleish  '.912  patent  is  not  relevant  to  empty  bottle 

ispection  m.achines  and  tliat  the  combination  was  not  anticipatory. 

acleish  '912  teaches  the  use  of  scanning  discs  (reticles)  and 
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ght  energy  sensitive  discriminating  systems  for  use  in 

acking  guided  missiles.   The  Examiner  argued  that  the  use  of 

e  equivalent  of  the  Macleish  of  the  '912  scanning  system  in  an 

ipty  bottle  inspection  machine,  in  combination  v.dth  the  Stoate 

02  disclosure,  even  though  different  in  application,  would  be 

vious.   (PJx.  41,  p.  378)   Wliile  arguing  that  such  an  application 

s  not  obvious,  Meyer  failed  to  disclose  that  both  Ca3,houn  and 

.lliams  V7ere  intimately  familiar  v;ith  similar  missile  tracking, 

lidance  and  scanning  systems. 

In  view  of  the  above  circumstances,  it  is 

fficult  to  imagine  that  Meyer's  failure  to  coma  forward  V7ith 

lis  knov;ledge  is  anything  short  of  bad  faith  or  inequitable 

)nduct.   Howevei  ,  without  rendering  a  relevant  finding  as  to  the 

"ior  technical  knowledge  and  employment  of  Messrs.  Calhoun  and 

-lliams,  the  Trial  Court  concluded  that  Meyer's  attorneys  V7ere 

)t,  at  tlie  time  of  the  foregoing  argum.ent,  convinced  that  the 

:oate  '229  patent  actually  disclosed  a  centered  optical  system, 

id  that  Meyer  did  not  practice  any  fraud  by  any  failure  on  its 

jrt  to  call  the  Stoate  '229  patent  to  the  attention  of  the 

itent  Office.   (Finding  of  Fact  No.  15(a),  R.  1945)   It  is  SME ' s 

intention  that  the  foregoing  conclusion  is  clearly  erroneous. 

lere  was  no  evidence  before  the  Trial  Court  even  tending  to 

:ove  that  Meyer's  attorneys  were  not  convinced  of  the  true 

-sclosure  of  the  '229  patent.   It  is  submitted,  however,  that 

)  reaching  such  conclusion,  the  Trial  Court  placed  unwarranted 

iight  on  the  representation  of  one  of  Meyer's  attorneys,  made  in 
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id  not  as  a  witness'  testimony,  to  that  effect.   (Tr .  2513-2514) 
:  is  not  SME, ' s  purpose  herein  to  cast  doubt  upon  the  credibility 
:  Meyer's  attorneys;  hov?ever,  such  representation  cannot  be 
.lo\<ied   to  stand  as  the  sole  support  for  the  Trial  Court's 
)nclusion  for  the  following  reasons: 

(a)  The  representation  v;as  made  without  benefit 

:  independent  corroborating  evidence;  nor  was  any  offer  of  proof 
ide  or  suggested  by  the  representing  attorney; 

(b)  Since  the  representation  came  from  one  not 
witness  in  the  proceedings,  SME  had  no  opportunity  for  examination 
ito  the  factual  basis  for  such  representation,  a  factual  basis 

lich  is  peculiarly  within  the  knovjledge  of  the  attorney;  and, 
srhaps  most  importantly, 

(c)  The  Trial  Court's  conclusion  is  apparently 
3Sed  upon  the  determination  that  the  attorney  V7as  not  speaking 
n  bad  faith;  a  clearly  erroneous  determination  V7hen  the 
^idence  before  the  Trial  Court,  and  the  established  legal 
cinciples,  dictate  that  the  proper  inquiry  is  into  the  vjrongful 
onduct  demonstrated  by  Meyer  during  prosecution  of  the  continuation 
pplication  and  not  into  the  unsupported  declaration  of  Meyer's 
ttorney  at  trial. 

Accordingly,  in  the  light  of  the  authorities 
ited  and  the  evidence  before  the  Trial  Court,  it  is  contended 
hat  Meyer's  failure  to  come  forv.'ard  V7ith  knov7n  anticipator}'^  prior 
rt,  amplified  by  Meyer's  misrepresentation  of  its  position  V7ith 
aspect  to  such  prior  art,  constitutes  such  fraudulent  or 
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equitable  conduct  as  to  v;arrant  the  award  of  attorney's  fees 

SME.   In  additional  support  of  this  contention,  it  is 

bmitted  that  the  court's  perspective  in  the  Stock  Equipment  Co. 

se,  supra,  is  most  persuasive.   That  court  stated  at  140 

S.P.Q.,  p.  137: 

But  whether  [[the  patentee's]  Patent  Office 
activities  were  motivated  by  a  deliberate 
desire  to  deceive,  or  are  assessed  in  a  more 
charitable  light,  is  not  too  important. 
Whatever  be  the  true  reason,  it  is  fair  to 
conclude  that  the... patent  would  not  have 
issued  if  the  Patent  Office  had  been 
apprised  of  defendant's  earlier  valve. 
Even  though  Qthe  patentee]  be  given  the 
benefit  of  the  doubt,  the  fact  remains  that 
the  trouble  and  expense  which  defendant  has 
been  put  to  in  defending  the  present  suit  has 
been  the  result  of  [the  patentee's)  inexcusable 
conduct  in  his  patent  prosecution. 
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lie  the  Stock  Equipment  Co.  case  dealt  v;ith  slightly  different 

owledge  by  the  patentee,  the  thrust  of  the  court's  reasoning 

vertheless  remains  applicable  to  SME ' s  contentions.   In  view 

Meyer's  reliance  on  the  "centered  system"  and  DC  rejection 

incepts  during  prosecution,  the  Examiner's  rejection  arguments, 

id  the  Trial  Court's  determination  as  to  the  anticipatory 

ture  of  the  Stoate  '229  patent,  it  is  fair  to  conclude  that 

le  '640  patent  would  not  have  issued  had  the  '229  patent  not 

sen  withheld.   Thus,  SI^  V7ould  not  have  had  to  bear  the  bu.rden 

id  expense  of  defending  against  the  ill-gotten  '640  patent. 

IB  should  not  now  be  required  to  bear  that  burden. 

In  the  continuum  of  its  inequitable  and  bad  faith 

•nduct  before  the  Patent  Office,  Meyer,  in  an  attempt  to 

ivorably  resolve  the  close  question  of  novelty,  and  hence 
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tentability,  misrepresented  the  extent  of  the  commercial  success 
joyed  by  machines  corresponding  to  the  invention  allegedly 
fined  by  the  '640  patent. 

On  but  a  brief  review  of  the  file  history  of  the 
40  patent,  it  should  be  clear  to  the  Court  that  the  question 

invention  and  patentability  was  extensively  argued  during 
osecution  of  the  continuation  application;  the  patent  being 
anted  only  after  Meyer  filed  a  notice  of  appeal  and  an  appeal 
ief  with  the  Board  of  Patent  Appeals. 

In  an  effort  to  sustain  its  contention  of  novelty 
id  invention,  Meyer  represented  to  the  Patent  Office  in  an 
lendment  to  the  continuation  application  dated  December  26,  1962, 
lat  "Applicant's  system  has  been  installed  in  most  of  the 
)ttling  plants  of  the  United  States  and  has  been  operating 
iccessfully  for  an  extended  period  of  time."   (Emphasis  added) 
;x.  41,  page  397)   In  fact,  only  four  or  five  of  the  Mark  II  empty 
)ttle  inspection  machines  were  ever  sold.   (Tr .  967)   Adm.ittedly, 
)re  than  four  or  five  of  Meyer's  Mark  IV  machines,  those 
ichines  incorporating  the  improvements  of  Meyer's  '666  patent, 
;re  sold.   However,  even  if  it  be  conceded  that  Meyer's 
[legation  of  com.mercial  success  before  the  Patent  Office  is  to  be 
iterpreted  as  including  sales  of  Meyer's  improved  Mark  IV  em.pty 
)ttle  inspection  machine,  it  is  contended  that  such  allegation  of 
)mmercial  success  is  still  false  and  mi.s leading.   Royalty  report 
).  6,  dated  January  9,  1963,  from  Meyer  to  Electro-Dynamics 
>rporation  (successor  to  IDC)  (Ex.  60)  discloses  that  as  of 
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cember  31,  1962,  only  406  of  the  Mark  IV  empty  bottle  inspection 
chines  were  sold.   According  to  statistics  released  by  the 
ited  States  Department  of  Commerce,  there  were,  in  1963, 
746  establishments  primarily  engaged  in  bottling  fluid  milk 
d  cream,  soft  drinks,  and  all  kinds  of  malt  liquors,  in  the 
ited  States.   It  V7as  stipulated  that  of  these  8,746 
tablishments,  only  approximately  7,500  of  them  would  be 
uipped  to  utilize  the  Meyer  machine.   (Tr.  971,  1025-1026) 
esented  in  a  light  most  favorable  to  defendant,  i.e.,  that  each 

Meyer's  sales  represents  installation  in  a  different  bottling 
ant,  the  foregoing  Sciles  and  census  figures  indicate  that  less 
an  .077o  of  the  bottling  plants  in  the  United  States  purchased 
e  Mark  II  machine  and  that  less  than  67o  of  the  bottling  plants 

the  United  States  purchased  the  Mark  IV  machine.   It  is 
adily  seen  that  Meyer's  sales  figures  do  not  represent  sales 

"most"  of  the  bottling  plants  in  the  United  States.   Meyer 

tempted  to  rebut  the  damaging  effects  of  the  foregoing 

iraparison  with  Calhoun's  testimony  to  the  effect  that  counsel 

eparing  the  amendment  should  probably  have  stated  that 

ipplicant's  system  has  been  installed  in  the  plants  of  most  of 

le  bottling  companies  in  the  United  States".   SME ' s  only  response 

I  such  attem.pted  rebuttal  is  that  since  the  amendment  in  question, 

id  its  contents,  are  presumably  the  result  of  facts  related  by 

ilhoun,  Calhoun  cannot  now  be  heard  to  justify  that  v;hich  vjas 

srepresented  before  the  Patent  Office. 

It  is  Sjt-IE, 's  contention  that  the  misrepresentation 
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the  Patent  Office  concerning  the  commercial  success  of  apparatus 
legedly  corresponding  to  the  teachings  of  the  patent  sought 
ount  to  precise?Ly  that  type  of  inequitable  or  fraudulent 
nduct  clearly  condemned  by  the  Precision  Instrument  Mfg.  Co. 
d  Triumph  Hosiery  Mills,  Inc.,  cases,  supra.   The  conclusion 

inescapable  that  Meyer,  a  leader  in  the  field  of  manufacture 
d  sales  of  equipment  relating  to  the  bottling  industry,  must 
ve  known  that  its  sales  figures  did  not  represent  sales  to 
ost"  of  the  bottling  plants  in  the  United  States. 

It  is  well  settled  that  evidence  of  commercial 
ccess  is  useful  only  to  buttress  an  othervjise  V7eak  showing  of 
vcntion  or  novelty.  Hovjever,  where,  as  in  the  instant  controversy, 
patent  Examiner  has  argued  strenuously  against  the  issuance  of 
patent  on  the  basis  of  lack  of  invention,  the  achievement  or 
n-achievement  of  the  commercial  success  of  the  invention 
scribed  may  well  be  a  critical  issue.   It  must  be  assumed  that 
yer's  allegation  of  commercial  success  was  designed  to  meet 
is  specific  objection  of  the  Examiner,  else  such  allegation 
uld  be  meaningless  and  superfluous.   It  must  also  be  assumed 
at  Meyer  was  av7are  of  the  foregoing  statistics.   The  inescapable 
nclusion  is  that  Meyer  intentionally  misrepresented  the  commercial 
ccess  of  the  machine  allegedly  corresponding  to  the  teachings 

the  patent  sought,  in  order  to  gain  issuance  of  the  patent  -- 

couse  of  conduct  clearly  fraudulent  or  inequitable. 

In  connection  v;ith  the  question  of  Meyer's  sales, 

is  to  be  noted  that  early  1958  the  first  Mark  II  machine  was 
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Ld.   Thereafter,  later  in  1958,  the  Mark  IV  machines  were  sold 

IDC.   It  was  not  until  October  5,  1960,  the  filing  date  of 

2  continuation  application,  that  those  claims,  upon  which 

/er  has  relied  and  contends  define  invention,  v;ere  first 

2sented  to  the  Patent  Office.   As  is  required,  Meyer  submitted, 

;h  the  continuation  application,  an  oath  that  it  neither  knew 

c   believed  that  its  invention  had  been  in  public  use  in  the 

Lted  States  for  more  than  one  year  prior  to  filing  its  patent 

Dlication.   SME  contends  hereinafter  that  the  claims  contained 

the  continuation  application  should  be  accorded  a  filing  date 

earlier  than  October  5,  1960.   Viewed  in  this  light,  SME 

srefore  contends  that  the  filing  of  l-Teyer '  s  oath  also  amounts 

a  fraud  on  the  Patent  Office.   Walker  Process  Equipment,  Inc. 

Food  Machinery  and  Chemical  Corp . ,  382  U.S.  197  (1965). 

■  While  nevertheless  maintaining  that  each  of  the 

regoing  contentions  is  individually  sufficient  to  sustain  the 

quisite  showing  of  Meyer's  bad  faith  and  unfair  conduct  in 

quiring  the  patent  in  suit,  SME  contends  that  the  primary  focal 

int  should  be  the  totality  of  Meyer's  conduct  during  the 

osecution  of  the  continuation  application.   Precision  Instrument 

nufacturing  Co.  v.  Automotive  Maintenance  Machine  Co . ,  supra ; 

Iker  Process  Equipment,  Inc.  v.  Food  Machinery  .gQ_d  Chemica  1_  Corp . , 

pra ;  Monolith  Portland  Midwest  Co.,  su_pra.   As  indicated  in 

^  P^'ecision  case,  the  public  has  such  a  great  interest  in 

tent  matters  that  it  v7ould  be  grossly  unjust  to  not  only  saddle 

e  public  with  a  monopoly  obta5.ned  as  a  result  of  manifest  bad 
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iich  and  inequitableness,  but  to  also  require  SME  to  bear  the 
jrden  of  its  expenses  in  defense  against  a  patent  wrongfully 
;quired  by  Meyer. 

It  is  difficult  to  imagine  a  course  of  conduct 
jre  inequitable  than   that  of  Meyer  in  the  instant  case.   In  the 
jce  of  the  duty  to  come  forward  with  known  relevant  prior  art,  so 
tplicitly  set  forth  by  the  authorities,  Meyer  not  only  disregarded 
ts  duty  but  intentionally  misrepresented  its  position  with 
sspect  to  such  prior  art  --  a  practice  specifically  struck  down 
1  the  Minnesota  Mining  &  Mfg.  Co.  case.   Further,  when  faced  with 
specific  objection  by  the  Examiner,  i.e.,  lack  of  invention,  to 
tie  issuance  of  the  patent  in  suit,  Meyer  grossly  overstated 
tie  commercial  success  of  its  machine.   With  regard  to  the  oath 
f  non-sale  within  one  year  of  the  continuation  application 
ubmitted  by  Meyer,  the  implication  is  clear  --  the  patent  in 
uit  would  not  have  issued  without  such  an  oath. 

There  was  no  evidence  before  the  Trial  Court  to 

upport  that  court's  conclusion  that  Meyer's  attorneys  were  not 

onvinced  of  the  relevancy  of  the  Stoate  '229  patent.   The  Trial 

:ourt  amply  stated  the  relevance  and  anticipatory  nature  of  such 

atent.   There  was  no  evidence  before  the  Trial  Court  adequately 

ustifying  Meyer's  misrepresentation  of  commercial  success.  It 

s  therefore  submitted  that,  in  relying  upon  the  asserted  good 

'aith  of  Meyer's  attorneys'  representation  in  open  court  to  the 

pparent  exclusion  of  all  else  including  Meyer's  knowledge  of  the 

Itoate  '229  patent,  the  Trial  Court,  laboring  under  an  erroneous 
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nception  of  the  law,  clearly  erred  in  failing  to  find  that 

yer  had,  in  fact  and  law,  perpetrated  a  fraud  on  the  Patent 

fice.   Accordingly,  it  is  contended  that  such  fraud  and 

equitable  conduct  by  Meyer  as  should  have  been  properly  found 

rrant  an  award  of  attorney's  fees  to  SME  in  accordance  with 

e  cited  authorities. 

c.   At  Trial,  Meyer  Relied  On  Claims  That  Are  Invalid  Because 
They  Were  First  Presented  To  The  Patent  Office  More  Than 
One  Year  After  A  Public  Use  And  Sale,  Or  After  The 
Intervention  Of  An  Adverse  Public  Right. 

I     In  view  of  the  criterion  for  the  proper  award  for  attorney's 

gs  set  down  by  this  Court,  it  is  SME ' s  contention  herein  that 

yer  s  reliance  on  late  presented  claims  in  its  attempted 

forcement  of  the  '640  patent  is,  by  itself,  and  in  conjunction 

th  the  remaining  elements  of  Meyer's  course  of  conduct,  an 

:ceptional  circumstance  amounting  to  an  inequitable  imposition 

such  force  as  to  make  it  "...grossly  unjust  that ...  SME  j. . . 
ar  the  burden  of  I  its)  ov7n  counsel  fees...."  Park-In  Theaters, 
c.  v.  Perkins,  supra .   Accord,  Oelbaum  v.  The  Lovable  Co., 
a_;    Crov;n  Machine  and  Tool  Co.    v.  KVP- Sutherland  Paper  Co. , 

ra . 

Based  upon  its  prior  conclusions  with  respect  to  the 
lidity  of  the  '640  patent,  the  Trial  Court  below  did  not  rule 
on  SME's  contentions  that  the  claims  thereof  at  issue.  Claims 
through  15,  17  through  24,  inclusive,  are  invalid  because  they 
re  filed  more  than  one  year  after  public  use  began.   (Conclusion 

Lav;  No.  17,  R.  1957)   As  will  be  set  forth  hereinafter,  the 

ial  Court  did  have  before  it  evidence  and  the  arguments  of 
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ounsel  sufficient  to  sustain  SME's  contentions.  It  is  submitted 
hat   the  Trial  Court  should  have  ruled  upon  SME's  contentions 
nd,  further,  that  it  is  proper  for  this  Court  to  entertain  such 
intentions  on  appeal. 

Admittedly,  the  Trial  Court  was  under  no  binding  duty  to 
jle  upon  the  question  presented,  nor  is  this  Court  subject  to 
ly  such  rule.   However,  relying  on  the  grave  import  of  patent 
atters  in  view  of  the  public  interest  therein,  this  Court,  in 
le   case  of  M.O.S.  Corp.  v.  John  I.  Haas  Co.,  Inc.,  375  F.2d  614 
9th  Circuit,  1967),  addressed  itself  to  a  directly  analogous 
reposition.   In  that  case,  this  Court  was  requested  to  review 
tie  validity  of  a  patent  where  that  question  was  litigated,  but 
ot  decided,  in  the  Trial  Court.   In  choosing  to  accept  the 
uestion  of  validity  on  appeal,  this  Court,  citing  Sinclair  and 
arroll  Co.,  Inc.  v.  Interchemical  Corp.,  325  U.S.  327  (1945), 
eclared  that  the  Supreme  Court's  admonition  that  it  is  the 
etter  practice  to  inquire  fully  into  patent  validity  should  not 
e  lightly  disregarded.   While  we  are  not  here  concerned  with 
he  question  of  patent  validity  as  a  whole,  it  is  submitted  that 
he  declared  force  of  such  admonition  is  nevertheless  applicable, 
'he  public  interest  in  striking  down  a  patent  monopoly  acquired 
nd  used  in  bad  faith  and  as  an  element  of  a  pervasive  course  of 
nequitable  conduct,  such  as  Meyer  has  pursued,  is  of  grave 
importance.   It  is  SME's  contention  that  Meyer's  reliance  on  late 
resented  claims  is  an  element  strongly  indicative  of  such  bad  faith 
nd  inequitableness.  Furthermore,  it  is  submitted  that  the  Trial 
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urt's  reasoning  in  the  Crown  Machine  and  Tool  Co.  case,  supra. 
Northern  District  of  California  case,  on  the  issue  of  an  award 

attorney's  fees  for  the  illegal  enlargement  of  late  presented 
aims,  is  most  persuasive.   It  appears  to  SME  that  this  question 
s  not  heretofore  been  considered  by  this  Court  and  is  of  such 
gnificance  to  warrant  consideration  now. 

Turning  to  the  instant  controversy,  it  is  well  settled 
at  where  claims  defining  a  new  invention  are  first  introduced 
to  a  patent  application  more  than  one  year  after  a  public  use, 
le  or  publication  involving  such  invention,  or  after  the 
tervention  of  an  adverse  public  right,  such  claims  are  invalid. 
ncie  Gear  Works,  Inc.  v.  Outboard  Marine,  315  U.S.  759  (1942); 
:hriber-  Schroth  Co.  v.  Cleveland  Trust  Co.,  305  U.S.  47  (1938); 
zeltine  Research,  Inc.  v.  General  Motors  Corp.,  170  F.2d  6 
th  Circuit,  1948),  cert,  denied,  336  U.S.  938  (1949); 
nz  V.  Celeste  Fur  Dyeing  and  Dressing  Corp.,  156  F.2d  510  (2nd 
rcuit,  1946),  cert,  denied  329  U.S.  736  (1946);  Chicopee  Mfg.  Corp. 

Kendall  Co.,  228  F.2d  719  (4th  Circuit,  1961),  cert,  denied, 
8  U.S.  825  (1961).  As  stated  by  the  Supreme  Court  in  the  Muncie 
ar  case,  such  invalidating  rule  is  based  upon  the  theory  that 
patentee  will  not  be  allowed  to  rely  upon  claims  first  presented 

the  Patent  Office,  by  amendment  or  otherwise,  more  than  two 
ars  (now  one  year)  after  a  public  use  or  sale  of  the  device 
vered  thereby  where  such  claims  define  an  invention  different 

essence  and  scope  from  that  originally  disclosed  to  the  Patent 
fice.   In  essence,  the  Supreme  Court,  and  cited  cases  following  the 
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mcie  decision,  have  held  that  where  the  patentee  changes  the 

)cus  of  the  invention  defined  by  the  earlier  claims  to  a  new 

id  different  focal  point  in  the  late  presented  claims  so  that 

le  new  invention  cannot  be  fully  deduced  from  the  earlier  dis- 

.osure,  the  later  claims  will  be  assigned  a  filing  date  as  of 

leir  date  of  first  presentation;  and  if  such  filing  date  exceeds 

le  period  of  the  statutory  bar  (now  defined  by  35  U.S.C.  §  102), 

ich  claims  are  invalid. 

■     In  determining  whether  or  not  the  late  presented  claims 

ifine  an  invention  different  from  that  originally  relied  upon 

'   the  patentee,  this  Court  has  looked  to  the  scope  and  essence 

:  the  invention  as  defined  by  the  earlier  claims.   Pursche  v. 

:las  Scraper  and  Engineering  Co.,  300  F.2d  467,  (9th  Circuit,  1961). 

:  has  been  clearly  established  that  drawings  alone  are  insufficient 

Lsclosure  to  support  the  newly  asserted  invention  defined  by  the 

ite  claims.   Telechron,  Inc  v.  Parissi,  120  F.Supp.  235  (N.D. 

.Y.  1954),  affirmed,  229  F.2d  440  (2nd  Circuit,  1956);  Hazeltine 

^search,  Inc.  v.  General  Motors  Corp. ,  supra ;  Chicopee  Mfg.  Corp. 

.  The  Kendall  Co. ,  supra .   And  in  the  Chicopee  case,  the  court 

2ld  that  where  a  late  presented  claim  has  been  broadened  to 

le  point  that,  although  perhaps  including  and  supported  by  the 

irrower  teachings  of  earlier  disclosures,  it  is  no  longer  restricted 

)  those  teachings,  such  claim  is  invalid. 

The  Supreme  Court  in  the  earlier  Schriber  — Schroth  case, 
jpra,  addressed  the  problem  of  late  presented  claims  from  a 
Lightly  different  aspect,  relying  on  the  principles  set  forth 
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Ln  35  U.S.C  §  112.   There  the  Court  stated  the  now  accepted  rule 

that  a  patent  application  cannot  be  broadened  by  amendment  to 

embrace  an  invention  not  disclosed  in  the  application  as 

originally  filed  where  adverse  rights  of  the  public  have 

Intervened,  without  regard  to  the  statutory  bar.   There  appears 

:iowhere a  definition  of  the  phrase  "adverse  public  right"  in 

:onnection  with  the  late  presented  claim  cases.   It  is  submitted 

;hat  such  phrase  has  reference  to  the  oft  decided  proposition  that 

i  patentee  may  not  appropriate  for  his  own  that  which  already 

las  become  public  property.   In  the  Schriber  — Schroth  case, 

:he  "adverse  public  right"  was  in  an  independent  third  party 

*7ho  developed  a  device  subsequently  claimed  by  the  patentee;  in 

;he  Qelbaum  case,  supra,  such  right  was  found  in  the  alleged 

Infringer. 

In  view  of  the  cited  authorities,  it  is  submitted  that  the 
i 
evidence  of  record  before  the  Trial  Court  below  is  sufficient  to 

support  SME's  contention  that  the  claims  at  issue  of  the  '640 

patent  are  invalid  because: 

1.  They  define  a  new  invention  without  sufficient  prior 
disclosure;  and, 

2.  They  were  first  presented  during  prosecution  of  the 
continuation  application,  later  than  is  permitted  by  35  U.S.C.  §  102 
and  after  the  intervention  of  an  adverse  public  right. 

As  stated  hereinbefore,  the  '640  patent  evolved  from  the 
parent  application  Serial  No.  741,634  filed  by  Messrs.  Calhoun, 
i^illiams  and  Wyman,  and  subsequently  assigned  to  IDC.   Subsequent 
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o  the  allowance  of  14  claims  in  the  parent  application,  but 
efore  issuance  of  a  patent  thereon,  the  parent  application  and 
:ie  invention  described  therein  was  transferred  from  IDC  to 
Byer  pursuant  to  the  Patent  Transfer  Agreement.   On  October  5, 
360,  Meyer,  by  attorneys  representing  Meyer  in  the  instant 
)ntroversy,  fully  filed  application  Serial  No.  60,753  denominated 

b 

continuation  of  the  parent  application.   New  oaths  for  the 
)ntinuation  application  were  executed  by  Messrs.   Calhoun  and 
.llvilws  but  not  by  Wyman;  Wyraan  having  contended,  upon  review 
:  the  initial  continuation  application,  that  he  was  not  an 
iventor  of  the  invention  defined  by  the  claims  thereof.   (Ex. 
f  p.  40-44,  131)   Pursuant  to  Patent  Office  proceedings  under 
i  U.S.C.  §  118,  Meyer  executed  a  new  oath  in  place  of  Wyman. 
Ix.  41,  p. 215) 

The  original  continuation  application  contained  24  claims, 
16  first  14  of  which  being  the  allowed  claims  from  the  parent 
)plication.  (Ex.  41,  42)   The  original  continuation  application 
.so  incorporated  verbatim  the  specification  and  drawings  from 
le  parent  application,  which  specification  and  drawings  remained 
ichanged  and  are  as  set  forth  in  the  issued  '640  patent, 
ibsequent  to  the  filing  of  the  continuation  application,  the 
irent  application  was  expressly  abandoned  by  Messrs.  Calhoun 
id  Williams  and  Meyer.   (Finding  of  Fact  No.  4,  R.  1816) 
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Of  the  14  allowed  claims  of  the  parent  application,  six 

re  prosecuted  to  allowance  in  the  continuation  application 

d  resulted  in  Claims  1  through  6  of  the  '640  patent;  claims 

ich  are  not  in  issue  in  this  controversy.   One  other  claim, 

awn  to  the  same  concept,  was  cancelled  during  prosecution  of 

e  continuation  application.   (Ex.  42)   Of  theremaining  seven 

lowed  claims  of  the  parent  application  (Claims  7,  9  through 
I 
of  the  original  continuation  application)  a  brief  review 

ereof  clearly  indicates  that  the  focal  point  or  point  of 

velty  relied  upon  was  a  rotatable  reticle,  or  disc,  scanning 

mber  having  a  plurality  of  both  opaque  and  transparent 

eas  alternately  disposed.   (Ex.  41,  p.  17-21).   (Original 

.aim  9  varies  somewhat  from  this  pattern  by  including  in  the 

)mbination,  apparatus  defining  the  subject  matter  of  the  claims 

)t  in  issue.)   Such  focal  point  is  amply  evidenced  by  the 

)plicant*s  arguments  for  allowability  which  related  principally 

)  the  distinction  that  no  other  cited  art  embodied  a  rotatable 

Lsc  having  the  alternately  disposed  opaque  and  transparent  areas. 

2x.  41,  page  372-373) 

By  contrast,  Meyer  has  characterized  the  invention  allegedly 

ifined  by  the  '640  patent  as  a  bottle  inspection  system  which 

)inbines  a  centered  optical  system  with  a  radial  scan  to  provide 

i 

)atial  filtering  for  the  generation  of  signal  components  of  a 
irticular  frequency,  or  range  of  frequencies,  representing  small 
irticles  in  the  bottom  of  the  bottle;  electronic  circuits  for 
lecting  the  particular  frequency  or  frequencies  representing 


articles  in  the  bottom  of  the  bottle;  and  electronic  circuits 

Dr  detecting  direct  current  at  a  particular  level  to  reject 

paque  bottles  and  bottles  with  relatively  large  particles  in 

tie  bottom  of  the  bottles.   (Finding  of  Fact  No.  4,  R.  1939) 

f  particular  import  in  the  foregoing  characterization  are  the 

irases  "centered  optical  system",  "spatial  filtering";  and, 

particular  frequency  or  range  of  frequencies".   The  term 

spatial  filtering"  does  not  appear  anjrwhere  in  the  patent 

pplication  or  the  file  history  accumulated  pursuant  thereto;  in 

tie  continuation  application  or  the  file  history  accumulated 

ursuant  thereto;  or  in  the  issued  patent.   While  acknowledging 

hat  the  original  parent  specification  contains  descriptive 

eference  to  the  terms  "particular  frequency  or  frequencies," 

nd  further  acknowledging  that  while  the  specification  of  the 

arent  application  does  not  refer  to  a  "centered  optical  system," 

he  over-simplified  drawings  appear  to  indicate  a  centered 

ystem,  none  of  such  phrases  appear  in  any  allowed  claim  of  the 

arent  application,  which  claims  purportedly  defined  the  true 

cope  of  the  invention  claimed.   By  comparison,  Meyer  now 

nsists  that  the  even  broader  essence  of  the  invention  claimed 

n  the  '640  patent  is  the  combination  of  a  "centered  optical 

ystera"j  "spatial  filtering",  and  "frequency  discrimination", 

lements  which  have  no  antecedent  support.   (See  Appellant's 

rief,  Case  No.  22592-A) 

Turning  to  Claims  7  through  24  of  the  patent  in  suit, 

.e.,  those  claims  at  issue  herein,  Claim  7  was  presented  for 
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i  first  time  in  the  original  continuation  application!  Claims 
;hrough  11  were  first  presented  by  Amendment  "A"  thereto  filed 
November  15,  1961;  Claims  12  through  21  were  first  presented 
Amendment  "B"  thereto  fildd  December  26,  1962;  and  Claims  22 
ough  24  were  first  presented  by  Amendment  "C"  thereto-  filed 
11  24,  1963.   (Ex.  41;  42,  p.  364,  380,  407)   Examination 
these  claims  clearly  reveals  that  the  entire  focal  point  and 
lension  of  the  alleged  invention  has  changed  considerably  over 
:  essence  of  that  invention  disclosed  in  the  parent  application. 
!  claims  at  issue  have  been  definitely  broadened.   (Finding  of 
;t  No.  4,  R.  1816)   More  importantly,  such  claims  introduced, 
:  the  first  time,  new  and  undisclosed  elements  or  points  of 
relty. 

The  claims  of  the  '640  patent  may  be  divided  into  five 
)ups,  which  groups  exemplify  various  elements  asserted  by 
^er  to  define  the  true  scope  of  the  invention  disclosed  in  the 
sued  patent,  which  elements  were  first  disclosed  more  than 
D  years  following  the  filing  of  the  parent  application.   For 
ample,  the  element  of  the  means  or  a  member  for  "sequentially 
i/or  cyclicly  coupling  or  scanning"  is  now  recited  in  Claims 
15,  16,  18  and  21  through  23.   This  element  has  no  antecedent 
jport  whatsoever  in  either  the  parent  application  or  its 
Le  history.   Each  of  the  claims  of  the  second  group,  i.e., 
jiims  8  through  14,  16,  17,  19  through  21  and  24  purport  to  define 
'centered  optical  system'*,  a  term  not  found  in  the  parent 
)lication  yet  heavily  relied  upon  by  Meyer  as  a  distinguishing 
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Cure  during  prosecution  of  the  continuation  application.   In 
third  group  of  claims,  i.e.,  7,  14,  18,  20,  22  and  23,  there 
3t  appear  the  elements  of  the  detection-rejection  combination 
alternating  and  direct  components,  or  characteristics,  of  light 
rgy  and/or  electrical  signals  indicative  of  the  presence  of 
article  in  the  bottle  to  be  inspected,  a  combination  described 
the  operation  of  an  embodiment  in  the  parent  application  but 
lo  way  indicated  by  the  claims  thereof  as  being  part  of. 
Important  to,  the  invention  defined  thereby.   Similarly,  in 
fourth  group  of  claims,  i.e.,  10,  IX   19,  20  and  23,  the 
:ept  of  the  machine's  interest  in  a  particular  frequency,  or 
ge  of  frequencies,  indicative  of  the  presence  of  a  particle 
the  bottle  to  be  inspected  is  first  presented,  a  concept  which 
0  finds  no  counterpart  in  the  definition  of  the  invention 
ited  in  the  parent  application.  And   finally,  in  the  fifth 
up  of  claims,  i.e.,  9,  15  through  17,  and  19,  there  first 
ears  the  concept  of  the  system  reliance  upon  alternating 
racteristics,  or  components,  of  light  energy  and/or  electrical 
nals  indicative  of  the  presence  of  a  particle  in  the  bottle 
be  inspected.   The  heavy  reliance  placed  upon  these  newly 
sented  elements  by  Meyer  during  its  prosecution  of  the  con- 

e 

uation  application  is  amply  evidenced  by  repeated  distinguishing 
uments  before  the  Examiner,  which  arguments  are  clearly  set 
th  in  the  various  amendments  to  the  continuation  application 
Meyer's  appeal  brief  filed  with  the  Board  of  Appeals.  (Ex.  41) 

92. 


The  obvious  expansion  of  the  scope  of  the  invention 
Lted  in  the  late  presented  claims  over  that  disclosed  in 

parent  application  must  be  viewed  against  uses  and  saled  of 
;y  bottle  inspection  machines  during  the  period  from  the  filing 
:he  parent  application  to  the  grant  of  the  '640  patent. 

In  1958,  subsequent  to  the  filing  of  the  parent 
Lication,  IDC  sold  four  or  five  machines,  designated  Mark  II, 
jgedly  corresponding  to  the  teachings  of  the  '640  patent. 
2  in  1958,  an  improved  machine  embodying  the  concepts  disclosed 

covered  by  the  '640  patent,  went  on  public  sale.   In  or  about 
=  of  1960,  subsequent  to  his  repudiation  of  the  invention 
Lned  by  the  original  continuation  application,  Wyman  began 
sell  another  empty  bottle  inspection  machine,  which  machine 

admittedly  not  encompassed  within  the  scope  of  the  invention 
lned  by  the  parent  application  but  which  has  been  subsequently 
lared  by  Meyer  to  be  within  the  scope  of  the  claims  of  the 
0  patent. 

Thus,  to  briefly  summarize,  the  Trial  Court  was  presented 
h  evidence  establishing  the  following  chain  of  events: 

1.  In  April  1958,  the  parent  application  was  filed  by 
srs.  Calhoun,  Williams  and  Wyman,  which  application  well 

ined  an  invention  the  essence  of  which  was  the  allegedly  novel 
ked  reticle,  or  disc,  scanning  member. 

2.  In  1958,  empty  bottle  inspection  machines  were  sold 

portedly  utilizing  and  embodying  the  concepts  taught  by  the 

adened  claims  of  the  '640  patent. 
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3.  In  1960,  one  of  the  original  inventors  of  the 
ent  application  developed  a  different  and  improved  empty 
tie  inspection  machine  and  sold  the  same;  such  machine, 
lowing  its  inspection  by  Meyer,  was  allegedly  encompassed 

hin  the  scope  of  the  claims  first  presented  in  the  continuation 
lication. 

4.  In  1960  and  thereafter,  a  continuation  application 
filed  by  Messrs.  Calhoun  and  Williams  and  Meyer  with 

sequent  amendments  thereto,  containing  claims  of  an 
remely  broadened  and  theretofore  undisclosed  nature,  which 
lication  resulted  in  the  '640  patent. 

Accordingly,  it  is  contended  that  the  Trial  Court  should 
e  concluded  that  Claims  7-15,  17-24  of  the  '640  patent  are 
alid  in  view  of  the  cited  authorities.   It  is  further 
(tended  that  Meyer's  reliance  on  such  invalid  claims  in  its 
:empted  enforcement  of  the  '640  patent  is  demonstrative 
such  gross  injustice  that  SME  should  not  be  required  to  bear 
s  burden  of  its  attorney's  fees  in  defense  thereof.   Since 
!  illegal  enlargement  by  Meyer  of  its  continuation  application 
.has  been  the  keystone..."  of  Meyer's  claim  for  relief  in  this 
t,  Meyer  should  pay  SME  its  attorney's  fees  as  contemplated  by 
U.S.C.  §  285.  Crown  Machine  and  Tool  Co.  y.  KVP- Sutherland 
'er  Co.,  155  U.S.P.Q.  at  p.  329. 
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d.   The  Continuum  Of  Meyer's  Bad  Faith 
And  Inequitable  Conduct  Warrants  An 
Award  Of  Attorneys '  Fees  To  SME 

Meyer's  course  of  conduct  as  evidenced  by  the  hereto- 

bre  set  forth  facts  concerning  its  misuse  of  the  '640  patent, 

ts  practiced  fraud  upon  the  United  States  Patent  Office  and 

ts  attempted  enforcement  of  delayed,  new  claims  is  found  to 

ontinue  and  extend  into  the  proceedings  during  trial  on  the 

ssues  of  validity  and  infringement  of  the  '640  patent. 

^       During  the  course  of  pre-trial  proceedings,  Meyer 

ursued  a  course  of  delay  and  harrassment,  the  necessary  result 

f  which  was  to  impose  an  unreasonable  financial  burden  upon 

ME.   Such  course  of  conduct  is  exemplified  by  the  unnecessarily 

etailed  and  extensive  100  page  Pre-Trial  Order  No,  2  (R.  1687) 

nd  the  unnecessarily  lengthy  and  detailed  discussions  between 

he  parties'  attorneys  in  preparation  thereof.   For  example, 

rticle  III  of  such  Pre-Trial  Order  (R.  1688)  purports  to 

et  forth  some  95  admitted  facts  requiring  no  proof  at  trial. 

owever,  at  Meyer's  demand,  Article  IV  of  the  Order  (R.  1714) 

ecites  various  of  Meyer's  reservations  with  respect  to  such 

admitted''  facts,  which  reservations  virtually  destroy  the 

robative  value  of  approximately  one-third  of  the  "admitted" 

acts.   Furthermore,  minutely  detailed  discussions,  instigated 

y  Meyer's  attorneys  and  extending  over  a  period  of  several 

eeks ,  resulted  in  nothing  more  concrete,  in  terms  of  pre-trial 

greement  on  issue  framing,  than  the  approximately  279  issues 

f  fact  remaining  for  litigation  at  trial.  (R.  1718-1775). 
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leyer's  reasons  for  failure  of  agreement  on  and  reduction  of 
:hese  issues  was  nothing  more  than  its  desire  to  maintain 
,ts  flexibility  concerning  matters  of  proof  at  trial.   The 
ibvious  result  of  attenpts  to  maintain  such  "mobility"  is 
nnecessary  delay  and  consumption  of  the  Court's  time  in  proving 
atters  well  within  Meyer's  and  Meyer's  attorneys'  knowledge. 

The  culmination  of  Meyer's  expansion  of  its  ill-gotten 
atent  beyond  its  lawful  scope  is  exemplified  by  Meyer's  attempts 
0  use  the  courtroom  as  yet  another  vehicle  for  such  expansion 
y  employing  what  may  be  most  favorably  termed  questionable 
ractices  involving  strained  constructions  of  the  teachings  of 
he  '640  patent  and  evidentiary  demonstrations  designed  to 
erpetuate  such  strained  constructions. 

Equity  should  not  condone  Meyer's  practices.   Following 
ts  acquisition  of  the  unlawfully  expanded  patent,  Meyer  pro- 
eeded  to  rely  at  trial,  not  upon  the  claims  of  the  patent  itself 
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t,  rather,  upon  the  testimony  of  its  expert  witness  (Calhoun) 
s  to  what  the  patent  was  supposed  to  teach  and  such  nebulous 
oncepts  as  "spatial  filtering"  and  "frequency  discrimination", 
hich  concepts  find  no  explanatory  support  in  either  the  '640 
atent  or  its  file  history. 

It  is  submitted  that  the  reasoning  of  the  Court  in 
he  Monolith  Portland  Midwest  Co. ,  case,  supra,  is  most  persuasive 
n  supporting  SME's  request  for  its  counsel  fees.   Therein  the 


1 
See  Appendices  G  and  H  wherein  detailed  discussions 
are  set  forth. 
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Court  found  the  case  to  be  an  exceptional  one  within  the  meaning 
of  35  U.S.C.  §  285  where:  (1)   The  patentee's  conduct  before 
the  Patent  Office,  taken  as  a  whole,  amounted  to  fraudulent 
patent  acquisition;  (2)  ".  .  .the  objective  of  pretrial, 
to  reduce  and  pinpoint  the  issues,  was  not  accomplished  due 
to  plaintiff's  apparent  desire  to  maintain  a  maximum  mobility;" 
and,  (3)  the  "plaintiff  took  extreme  positions  and  adopted 
strained  constructions  which  unduly  prolonged  the  trial." 
(267  F.Supp.  at  pps .  786,  787). 
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CONCLUSION 

The  plain  and  simple  meaning  of  Article  XIV  of  the 
Patent  Transfer  Agreement  is  that  of  a  traditional  non-compete 
:lause;   IDC  was  not  to  make  any  machines  for  performing  the 
Function  of  inspecting  empty  bottles  for  foreign  particles 
i?hich  were  competitive  with  any  such  machine  manufactured  by 
^eyer,  for  a  period  of  approximately  22  years,  anywhere  in  the 
N?orld.   Pursuant  to  Article  VIII.  A.  of  the  same  agreement,  any 
Lmprovements  on  such  machines  developed  by  IDC,  or  any  of  its 
Bmployees,  were  to  be  funneled  directly  and  exclusively  to 
4eyer,  royalty  free.   Where  the  contractual  restrictions  of  the 
Patent  Transfer  and  Consultant  Agreements  failed  to  tie-up  other 
competitive  creative  talent,  Meyer  threatened  such  competition 
^?ith  civil  litigation,  broadened  two  patent  applications,  and 
filed  a  third  patent  application  and  instituted  an  interference 
Dased  upon  a  stale  and  only  partially  conceived  idea  in  attempts 
:o  eliminate  such  competition.   Such  acts  and  pervasive 
course  of  conduct  pursued  by  one  having  a  dominant  position 
fl?ithin  the  market  place  is  an  unlawful  expansion  of  the 
underlying  patent  monopoly,  the  '640  patent,  and,  in  accordance 
(*ith  established  equitable  principles,  a  misuse  of  the  '640 
latent. 

Meyer  acquired  the  patent  in  suit  by  virtue  of  a 
series  of  fraudulent  misrepresentations  to  the  Patent  Office. 
rhe  claims  of  the  '640  patent  at  issue  in  the  instant  controversy 
are  late  presented,  invalid  claims  defining  a  new  invention  over 
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that  originally  relied  upon.   In  pursuit  of  the  enforcement  of 
such  illegally  broadened  claims,  Meyer  adopted  even  broader, 
strained  constructions  at  trial  in  its  attempts  to  stiffle  yet 
another  competitor.   The  burden  of  defending  against  the 
ill-gotten  and  misused  '640  patent  wrongfully  thrust  on  SME 
is  grossly  unjust. 

The  judgment  in  favor  of  Meyer  on  SME's  claims  of 
patent  misuse  and  unclean  hands  should  be  reversed. 

SME  should  be  awarded  its  costs  incident  to  trial 
on  the  issues  of  patent  misuse  and  its  appeal  herein  and 
should  be  awarded  a  reasonable  attorney's  fee  for  its  de- 
fense against  Meyer's  suit  for  patent  infringement. 

Respectfully  submitted, 
SPENSLEY,  HORN  AND  JUBAS 


By: 


>a»— ^fc*-*.  '/    % 


:in  R.  Horn 
:orneys  for  Plaintiff- 
Cross  -Appellant 
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CERTIFICATE 


I  certify  that,  in  connection  with  the  preparation 
of  this  Brief,  I  have  examined  Rules  18,  19  and  39  of  the 
Uniced  States  Court  of  Appeals  for  the  Ninth  Circuit,  and 
that,  in  my  opinion,  the  foregoing  Brief  is  in  full 
compliance  with  those  rules  except  as  to  deviations  there- 
from authorized  by  Order  of  the  Court. 


A 


^L-^T 


artin  R.  Horn 


AFFIDAVIT  OF  SERVICE 

The  undersigned  hereby  certifies  that  three  (3) 
copies  of  the  within  Brief  were  this  11th  day  of  June,  1968, 
served  upon  Ellsworth  R.  Roston,  Esq.  of  Smyth,  Roston  and 
Pavitt,  Attorneys  for  Cross-Appellee,  by  enclosing  the  same 
in  a  postpaid  wrapper  addressed  to  said  attorney  at  Suite 
320,  4262  Wilshire  Boulevard,  Los  Angeles  5,  California, 
and  depositing  the  same  in  the  United  States  mail. 


s:.^- 


Martin  R.  Horn 


FINDINGS  OF  FACT  AND  CONCLUSIONS  OF  LAW 
DINGS  OF  FACT:   R.  1813-1837 

1.  Plaintiff  is  a  corporation  organized  and  existing 
er  the  laws  of  the  State  of  California,  having  its  principal 
ce  of  business  in  El  Segundo,  California,  which  is  within  the 
isdiction  of  this  Court.   Plaintiff  manufactures  two  types 
machines  that  inspect  empty  bottles  for  the  presence  of 

eign  particles,  known  as  the  Model  303  and  the  Slimlight. 

2.  Defendant  is  a  corporation  organized  and  existing 

er  the  laws  of  the  State  of  Wisconsin,  with  its  principal  place 
business  in  Cudahy  (Milwaukee  County),  Wisconsin.   Defendant 
ntains  an  office  in  the  City  and  County  of  Los  Angeles, 
ifornia,  within  the  jurisdiction  of  this  Court.   Defendant 
ufactures,  among  other  things,  a  line  of  machines  for  handling, 
hin^,  inspecting,  filling,  closing,  labeling  and  packing  various 
al,  glass  and  plastic  containers,  along  with  other  types  of 
lipment  used  in  connection  with  the  packaging  of  liquids  or 
li-solid  substances  in  glass,  netal  or  plastic  containers. 
;  defendant  is  one  of  the  largest  manufacturers  of  bottle 
idling  equipment  in  the  United  States.   Defendant  manufactures 
1  offers  for  sale  a  machine  to  inspect  empty  bottles  for  the 
isence  of  foreign  particles  known  as  its  Mark  IV  Bottle 
ipector . 

3.  Prior  to  June  12,  1958,  Industrial  Dynamics 
•poration,  a  California  corporation,  with  its  offices  and 
.ncipal  place  of  business  in  Los  Angeles  County,  California, 
'eloped  a  machine  for  inspecting  empty  bottles  for  the  presence 

foreign  particles.   The  officers  and  principal  employees  of 
iustrial  Dynamics  Corporation  at  the  time  that  the  machine  was 
'eloped  were  Fredrick  L.  Calhoun,  Donald  D.  Williams,  and 
les  H.  Wyman .   Subsequently,  Abner  L.  Browning  became  employed 
Industrial  Dynamics  Corporation  and  participated  in  further 
^elopment  of  the  empty  bottle  inspection  machine. 

4.  On  June  12,  1958,  Fredrick  L.  Calhoun,  Donald  D. 
Lliams  and  James  H.  Wyman  filed  an  application  for  letters 
:ent  of  the  United  States  which  disclosed  a  prototype  of  an 

)ty  bottle  inspection  machine.   The  patent  application  received 

>lication  Serial  No.  741,634  from  the  United  States  Patent  Office. 

Ls  application  was  assigned  by  the  applicants  to  Industrial 

lamics  Corporation,  and  was  prosecuted  in  the  United  States 

:ent  Office  through  allov;ance.   However,  before  any  letters 

:ent  issued  on  application  Serial  No.  741,634,  but  after  application 

rial  No.  741,634  was  allowed,  application  Serial  No.  60,753  was 


ed  in  the  United  States  Patent  Office  on  October  5,  1960,  as 
ontinuation  of  application  Serial  No.  741,634  and  was  subsequently 
igned  to  defendant  and  its  prosecution  was  paid  for  by 
endant,  and  application  Serial  No.  741,634  was  subsequently 
ndoned.   The  specification,  drawings  and  allowed  claims  of 
lication  Serial  No.  741,634  were  identical  in  application 
ial  No.  60,753,  but  additional  and  broader  claims  were  set 
th  in  the  continuation  application  Serial  No.  60,753.   As  a 
sequence  of  the  prosecution  of  said  continuation  application 
ial  No.  60,753  in  the  Patent  Office,  United  States  Letters 
ent  No.  3,133,640  was  granted  on  May  19,  1964,  by  the  United 
tes  Patent  Office  to  defendant  as  assignee  of  said  application, 
s  is  the  patent-in-suit .   The  defendant  maintains  and  asserts 
t  United  States  Patent  No.  3,133,640  is  a  basic  patent. 

5.  On  or  about  April  22,  1959,  Fredrick  L.  Calhoun  and 
er  L.  Browning,  who  were  then  employees  of  Industrial  Dynamics 
poration,  filed  an  application  for  patent  relating  to  a  machine 

inspecting  empty  bottles  for  foreign  particles.   This  appli- 
ion  was  designated  as  Serial  No.  808,172  by  the  United  States 
ent  Office  and  was  assigned  by  the  applicants  to  Industrial 
amies  Corporation.   This  application  issued  as  United  States 
ent  No.  3,081,666  on  March  19,  1963.   Defendant  describes 
s  patent  as  an  improvement  on  its  patent  No.  3,133,640.   While 
s  latter  patent  was  initially  involved  in  this  suit,  the  parties 
e  stipulated  to  the  dismissal  of  the  claim  by  defendant  of 
"ringement  with  prejudice  •  and  the  claim  by  plaintiff  of 
'alidity  without  prejudice. 

6.  On  or  about  September  21,  1959,  Industrial  Dynamics 
•poration  and  the  defendant  entered  into  a  written  agreement 
isisting  of  two  parts.   Pursuant  to  the  first  part,  which  can 
described  as  the  Patent  Transfer  Agreement,  Industrial  Dynamics 
•poration  transferred  to  the  defendant  all  of  its  right,  title 

I  interest  in  the  two  patent  applications  Serial  Nos.  741,634 
I  Serial  No.  808,172  which  Industrial  Dynamics  Corporation 
iresented  to  defendant  as  covering  its  machine  to  inspect  empty 
:tles  for  the  presence  of  foreign  particles.   The  second  part  of 
i  agreement  of  September  21,  1959,  consisted  of  a  Consultant 
:eement  between  the  defendant  on  the  one  hand,  and  Fredrick 
Calhoun  and  Abner  L.  Browning  on  the  other  hand,  pursuant 
which  Calhoun  and  Browning  agreed  to  act  as  consultants  to 
i   defendant  for  a  limited  period  of  time  to  facilitate  the 
insfer  from  Industrial  Dynamics  Corporation  to  the  defendant 
know-how  relating  to  the  construction  and  operation  of  the 
:tle  inspection  machine  then  being  manufactured  by  Industrial 
lamics  Corporation,  to-wit,  the  Mark  IV  machine.   On  September 

1959,  Calhoun  and  Browning  were  the  principal  officers  and 
>loyees  of  Industrial  Dynamics  Corporation,  Williams  and  Wyman 
'ing  terminated  their  relationship  with  Industrial  Dynamics 
■poration  some  months  prior  to  that  time.   Neither  Williams 

Wyman  was  a  party  to  the  consultant  agreement  in  question. 

ii 


7.   Certain  portions  of  the  Patent  Transfer  Agreement 
i  the  Consultant  Agreement  form  the  basis  for  some  of  plaintiff's 
lims  of  patent  misuse.   Plaintiff  relies  principally  upon 
:icles  V,  VIII  and  XIV  of  the  Patent  Transfer  Agreement  and 
ragraphs  3  4  and  5  of  the  Consultant  Agreement.   Defendant 
Lis  particular  attention  to  the  first  WHEREAS  clause  appearing 
page  1  of  the  Patent  Transfer  Agreement  and  to  paragraph  4  of 
J  Consultant  Agreement.   Certain  of  these  contractual  provisions 
i  quoted  below  and  others  are  summarized: 

From  the  Patent  Transfer  Agreement: 


WHEREAS  Fredrick  L.  Calhoun,  Donald  D.  Williams 
and  James  H.  Wyman,  and  Fredrick  L.  Calhoun  and  Abner' 
L.  Browning  are  the  inventors  of  a  machine,  hereinafter 
called  a  bottle  inspection  machine',  which  is  used 
to  detect  and  reject  bottles  coming  from  a  bottle 
washer  which  have  not  been  properly  washed  or  which 
contain  foreign  matter,  for  which  invention  two 
applications  for  Letters  Patent  have  been  filed  in  the 
United  States  Patent  Office  on  June  12,  1958,  and  on 
April  21,  1959,  respectively,  and  which  bear  the 
Serial  Nos .  741,634  and  808,172,  respectively. 


ARTICLE  V. 


A. 
of 


MEYER  will  assume  responsibility  for  the  manufacture 
._  bottle  inspecting  machines  and  will  also  completely 
assume  the  sale  and  servicing  of  the  bottle  inspecting 
machines  forming  the  subject  matter  of  this  agreement 
not  more  than  six  months  following  the  date  of  the 
signing  of  this  agreement. 

B.   After  commencing  the  manufacture  of  the  bottle 
inspecting  machines,  MEYER  will  have  the  sole  right  to 
make  such  machines,  and  also  the  sole  right  to  use 
and  sell  such  machines,  and  in  so  doing,  will  give 
equal  service  rights  to  machines  previously  made  or 
sold  by  INDUSTRIAL,  at  INDUSTRIAL'S  expense,  and  it 
is  agreed  that  MEYER  shall  have  the  right  to  deduct 
from  royalties  accruing  hereunder  or  from  any  other 
sums  owing  INDUSTRIAL  by  MEYER,  MEYER 's  reasonable 
service  charges  and  the  costs  of  any  adjustments 
made  or  incurred  by  MEYER  in  the  servicing  of  such 
machines,  which  charges  and  costs  are  not  properly 
collectible  (sic)  from  the  owner  of  said  bottle  in- 
specting machine. 


•k    -k    -k 
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ARTICLE  VIII. 

A.  In  the  event  INDUSTRIAL  or  its  employees  during 
the  term  of  this  agreement  shall  invent  or  devise  any 
improvement  in  bottle  inspection  machines  forming  the 
subject  of  this  agreement,  it  shall  promptly  disclose 
the  same  to  MEYER  and  make  such  improvements 
available  exclusively  to  MEYER  at  no  additonal 
royalty. 

B.  MEYER  may  elect,  if  such  improvement  is  of  a 
patentable  nature,  to  file  applications  for  patent 
at  its  own  expense  based  upon  such  improvements 
and  in  such  event,  all  patents  granted  thereon 
shall  be  the  sole  and  exclusive  property  of  MEYER. 
Notice  of  such  election  must  be  made  prior  to  the 
expiration  of  ninety  (90)  days  from  the  date  such 
improvement  is  fully  disclosed  to  MEYER  by 
INDUSTRIAL.   Upon  receiving  notice  that  MEYER  does 
not  elect  to  file  an  application  for  patent  on  said 
improvement,  or  upon  the  elapse  of  said  ninety  (90) 
days  without  receiving  the  notice  of  election  from 
MEYER,  then  INDUSTRIAL  may,  if  it  desires  and  without 
berng  required  to  do  so,  file  an  application  for  patent. 
Ownership  of  the  improvement,  in  the  event  of  such 
filing,  will  be  in  INDUSTRIAL.   However,  INDUSTRIAL 
shall  grant  MEYER  a  non-exclusive,  royalty-free 
license  to  make,  use  and  sell  said  improvement. 

C.  INDUSTRIAL  agrees  to  promptly  and  fully  disclose 
and  offer  to  MEYER  any  invention  which  INDUSTRIAL  may 
devise,  own  or  control  during  the  life  of  this 
agreement  relating  to  electronic  applications  for 
the  packaging  industry,  and  to  inform  MEYER  of  the 
terms  and  conditions  of  such  offer,  and  MEYER  shall 
have  ninety  (90)  days  following  the  receipt  of  such 
offer  in  which  to  accept  or  reject  the  same.   In  the 
event  MEYER  rejects  the  same,  INDUSTRIAL  shall  have 
the  right  to  secure  bona  fide  purchase  or  license 
offers  from  other  manufacturers  for  such  invention. 
INDUSTRIAL  shall  give  MEYER  v;ritten  notice  with 

full  particulars  of  any  such  offer  secured  by  and 
acceptable  to  INDUSTRIAL  and  MEYER  shall  have 
sixty  (60)  days  following  receipt  of  such  notice  to 
meet  such  offer,  and  in  the  event  MEYER  does  not  elect 
to  meet  such  offer,  INDUSTRIAL  shall  have  the  right 
to  accept  the  same. 

*  *  * 


IV 


ARTICLE  XIII. 

Unless  sooner  terminated  under  i^rticle  X  this 
agreement  shall  continue  in  force  to  the  end  of 
the  term  of  the  last  to  expire  of  any  United  States 
Letters  Patent  obtained  for  either  application  Serial 
No.  741,634  or  application  Serial  No.  808,172  or 
in  the  event  no  such  Letters  Patent  are  obtained' 
then  the  term  of  this  agreement  shall  end  at  such 
time  as  the  claims  of  these  applications,  or 
continuations,  or  divisions  thereof  are  finally 
rejected  and  the  time  for  appeal  has  elapsed 
without  further  appeal  being  taken,  or  if  further  appeal 
has  been  taken,  then  when  such  appeal  has  been  denied. 

ARTICLE  XIV. 

INDUSTRIAL  agrees  that  it  will  not  enter  into 
competition  with  MEYER  in  the  manufacture  or  sale   ' 
of  bottle  inspecting  machines  during  the  life  of 
1^.    this  agreement. 

m  Consultant  Agreement: 

4.  AGREEMENT  NOT  TO  COMPETE. 

Consultants  agree  that  for  a  period  of  three 
years  after  completion  of  their  services  under 
this  agreement,  they  will  not,  jointly  or  severally 
enter  into  the  employ  of  any  person,  firm,  corporation 
or  other  organization  or  themselves  engage  in 
business  when  such  employer,  employment  or  business 
shall  be  in  any  way  in  competition  with  MEYER 
in  its  manufacture  or  sale  of  bottle  inspection 
machines  as  defined  in  the  agreement  between  MEYER 
and  INDUSTRIAL. 

5.  RIGHTS  OF  FIRST  REFUSAL. 

A.   Consultants  agree,  jointly  and  severally, 
that  if  they  shall  during  the  aforesaid  three-year 
period  make  or  conceive  any  invention  or  improvement, 
which  if  made  or  conceived  by  them  during  the  period' 
of  their  services  under  this  agreement  they  would 
have  been  obligated  to  assign  to  MEYER  pursuant  to 
paragraph  3  above,  then  in  such  evi>nt  they  shall 
first  offer  such  invention  or  improvement  to  MEYER 
on  reasonable  terms.   MEYER  must  within  30  days 
notify  Consultants  whether  or  not  they  will  accept 
the  offer.   If  METER  declines  the  offer  or  does  not  . 
reply  within  30  days,  Consultants  shall  have  the 
right  to  dispose  of  it  to  others. 


B.   Consultants  further  agree,  jointly  or 
severally,  that  if  they  shall,  during  the  period 
of  this  agreement,  make  or  conceive  any  invention 
or  inventions  relating  to  electronic  applications 
tor  the  packaging  industry,  they  will  first  offer 
such  invention  or  inventions  to  MEYER  on  reasonable 
terms.   MEYER  shall  have  60  days  from  the  date  of 
such  an  offer  to  negotiate  with  Consultants  to 
reach  an  agreement  on  price,  royalties  and  other 
terms  and  conditions.   If  MEYER  and  Consultants 
fail  to  reach  an  agreement  in  this  period   the 
Consultants  may  thereafter  deal  with  others  on 
such  invention  or  inventions. 

8.  Paragraph  3  of  the  Consultant  Agreement  provides: 

^  ,^S2"^"?-^^"*^^  agree  to  assign  and  do  hereby  assign 
to  MEYER,  Its  successors  and  assigns,  all  their 
rights  held  jointly  or  severally,  in  and  to  any 
and  all  inventions  which  they  shall  make  or 
conceive  during  the  period  between  the  date  of 
I    this  agreement  and  the  termination  of  their 

services  hereunder  which  in  any  manner  relate  to 
bottle  inspection  machines  as  defined  in  the 
agreement  between  Industrial  and  Meyer.  *  -k  -k 

9.   Article  X  of  the  Patent  Transfer  Agreement 
vides  that  the  defendant  may  cancel  the  agreement  after  a 
lod  of  two  years. 

^  ^u     ^^;      Paragraph  1  of  the  Consultant  Agreement  provides 
t  the  consultants  (CALHOUN  and  BROIVNING)  will  offer  their 
vices  to  MEYER  for  a  period  not  in  excess  of  two  years. 

Vu'    u^t"""  ?^°''^  -^"""^  23,  1966,  Industrial  Dynamics 
poration  (which  by  change  of  name  was  then  called  Electro- 
amics  Corporation)  and  the  defendant  entered  into  an  agreement 
suant  to  which  Article  XIV  of  the  Patent  Transfer  Agreement 
ed  September  21,  1959,  was  rescinded  and  declared  null  and 
d  • 

12.   The  subject  of  the  Patent  Transfer  Agreement  is 
bottle  inspection  machine"  as  it  is  defined  in  the  first 
EREAS  clause.   The  Agreement  of  September  21,  1959,  between 
endant  .and  Industrial  Dynamics  Corporation  is  directed  to 
citymg  the  rights  and  obligations  of  the  parties  with  respect 
these  machines;  the  Agreement  is  directed  to  the  bottle  inspection 
i-nspectmg  machines  for  which  two  patent  applications  were 
2d  and  referred  to  in  the  "WHEREAS"  clause  quoted  in  Finding  7 
example,  Article  IV  refers  to  "bottle  inspecting  machines 
Timg  the  subject  matter  of  this  agreement"  and  Article  V  recites 
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It  defendant  "will  assume  responsibility  for  the  manufacture 
all  bottle  inspecting  machines".   These  references  are  to 
:hines  described  in  the  two  patent  applications. 

13.  The  machines  referred  to  in  Article  XIV  of  the 
;ent  Transfer  Agreement  are  machines  for  which  two  patent 
dications  referred  to  in  the  first  "l^EREAS"  clause  were 
.ed,  and  only  those  machines. 

.   1^^   The  Court  is  mindful  of  the  fact  that  Article  XIV 
tains  the  clause,  "INDUSTRIAL  agrees  it  will  not  enter  into 

r^7s'nnn''nn^  ^11^    '■'    '  u"  Considering  that  the  defendant 
d  $75,000.00  at  the  time  the  Patent  Transfer  Agreement  was 
cuted,  It  was  reasonable  for  the  defendant  to  provide 
inst  competition  by  Industrial  Dynamics  Corporation  in  the 
ufacture  of  machines  for  which  the  patent  applications  were 
ed,  during  the  period  between  the  execution  of  the  Asreem-nt 
ed  September  21,  1959,  and  the  issuance  of  the  patenis 

T.'l^l  J^^  Court  finds  that  the  use  of  the  phrase  "during 
life  of  this  agreement"  in  Article  XIV  is  inartistic  but 
s  not  alter  the  Court  s  above  expressed  interpretation  of 
t  paragraph.   The  protection  of  Article  XIV  was  not  required 
er  the  patents  issued.   However,  the  agreement  might  have 
n  terminated  before  the  last  patent  was  issued,  pursuant  to 
icles  X  or  XIII.   The  meaning  of  the  phrase  "during  the  life 
the  agreement   is  set  forth  in  Article  XIII.   The  Articles 
B.  and  XIV  of  the  Patent  Transfer  Agreement  are  redundant 
this  does  not  alter  the  plain  meaning  of  Article  XIV. 

16.  At  the  time  that  the  defendant  purchased  the  patent 
lications  from  Industrial  Dynamics  Corporation  there  was  at 
^5  °"^  '^'        ^""P^y  bottle  inspecting  machine  being  marketed 

Mayer  Twin-Beam.   In  addition,  there  was  a  full  bottle 
pection  machine  being  offered  for  sale  by  RCA.   Defendant 
leved,  however,  that  the  bottle  inspection  machine  developed 
industrial  Dynamics  Corporation  was  more  useful  and  would  be 
2  successful  than  any  other  machine  then  being  marketed. 

17.  Starting  in  late  1959  and  continuing  to  this  date 
2ndant  has  manufactured  and  sold  machines,  known  as  the  Mark  IV 
tie  Inspector,  for  the  inspection  of  empty  bottles  for  foreign 

u^   5'^^"^^'^  ^^^  based  upon  the  applications  that  defendant 
:hased  from  Industrial  Dynamics  Corporation. 

^.   ^^:   After  Mr.  Wyman  and  Mr.  Villiams  terminated  their 
tionship  with  Industrial  Dynamics  Corporation,  the  then  stock- 
lers  of  Industrial  Dynamics  Corporation  decided  that  Industrial 
amies  Corporation  would  discontinue  active  operations  and  either 
ussolved  or  continued  for  the  sole  purposes  of  collecting 
Uties  and  issuing  dividends  to  the  shareholders  and  living  up 
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its  obligation  under  the  September  21,  1959,  Agreement.   This 
:ision  was  made  by  them  some  time  prior  to  September  21   1959 
1  the  defendant,  through  its  president,  Leo  Meyer,  was  made   ' 
ire  by  Mr.  Calhoun  that  for  all  practical  purposes  Industrial 
lamics  Corporation  would  become  dormant. 

^   19.   Subsequent  to  September  21,  1959,  Industrial 
lamics  Corporation  did  become  inactive  and  changed  its  name  to 
jctro-Dynamics  Corporation.   In  April,  I960,  Messrs.  Calhoun 
!  Browning  caused  Industrial  Dynamics  Company,  Limited,  to  be 
:anized  under  the  laws  of  the  State  of  California  as  a  separate 
•porate  entity   Shortly  thereafter,  Mr.  Browning  terminated  his  • 
.ationship  with  Electro-Dynamics  and  associated  himself  with 
:hes  Aircraft  Co   Sometime  in  the  Spring  of  1966,  Mr.  Browning 
t  Hughes  and  rejoined  Calhoun  at  Industrial  Dynamics  Company, 

n.t-  ^^'    /^''.''^   September  21,  1959,  Electro-Dynamics  Corporation 

not  manufactured  or  sold  machines  for  the  inspection  of  empty 
ties  for  foreign  particles  or  any  other  types  of  machines  S?^ 

other  products   Nor  have  machines  for  the  inspection  of 
ty  bottles  for  foreign  particles  been  manufactured  or  sold  by 

corporation  with  which  Fredrick  L.  Calhoun  or  Abner  L 
wning  have  been  associated. 

A^i     u'^'    C^?-ho^">  and  at  various  times  Mr.  Broiling,  have 
tmued  to  be  active  for  Industrial  Dynamics  Company,  Limited 
research  and  development  in  electronic  applications  in  the 
kaging  industry.   For  example,  Mr.  Calhoun  has  developed 
^nfi^-^^'i^  ?''^''°"^''  devices  relating  to  the  packaging  industry, 
iIa  u'-t'i}^''^   several  new  devices  for  inspecting  empty  and 
led  bottles  for  various  parameters,  including  height  of  liquid 
1  and  chips  on  the  rims  of  bottles.   None  of  the  patents  on 
sedevices  has  been  sold  or  licensed  by  Messrs.  Calhoun  or 
"l?i"^^°5  Industrial  D>mamics  Company,  Limited,  to  the  defendant 

the  defendant  has  at  various  times  marketed  such  other  products 
er  short-term  sales  agency  or  distribution  contracts  with 
LJStrial  Dynamics  Company,  Limited.   Defendant  has  also  contracted 
ti  Industrial  Dynamics  Company,  Limited,  for  further  research 

development  in  the  field  of  particle  inspectors  for  empty 
ties,  and  recently  Mr.  Calhoun  has  developed  for  defendant  a 

particle  inspector  for  empty  bottles  which  is  being  tested  by 

defendant.   The  Court  finds  that  none  of  the  covenants  in  the 
-nt  Transfer  Agreement  or  in  the  Consultant  Agreement  has 
]ztu      °5  inhibit  Mr.  Calhoun  or  Mr.  Browning  from  continuing 
-arch  and  development  in  the  general  field  of  electronic 
iications  m  the  packaging  industry  or  in  bottle  inspection. 
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^   lu      •^?^°'-'  ''^''''H  -^""^y   ^559'  ^^-  J^^^es  H.  Wyman,  who 
f\u  officers  of  Industrial  Dynamics  Corporation  and 

e  of  the  named  inventors  of  the  paten t-in-suit,  terminated  his 
iployraent  with  Industrial  Dynamics  Corporation  and  shortly 
ereafter  sold  his  stock  in  the  corporation.   Later  in  1959 
.  Wyman  organized  Industrial  Automation  Corporation   and  this 
mpany  developed  a  machine  for  the  inspection  of  empty  bottles 

\.^'-f^u^^^^^^''^^'''    ^^^   ^^^^^^  ^°  ^^i'^h  it  subsequently  sold 

Barry-Wehmiller  Company.   Defendant  has  advised  Barrv- 
hmiUer  Company  of  its  belief  that  the  bottle  inspector  so 
veloped  by  Mr.  Wyman  and  now  being  manufactured  and  marketied 

thapRir^v^ih'"-?-?^       defendant's  patents  and  has  demand- 
that  Barry-Wehmiller  Company  cease  and  desist  such  infringe- 

r.-pl  MO  ^oA  «S?  ^P'-"^  ^'  ^^*'^'  ^^-  Calhoun  filed  application 
rial  NO   20,884  m  the  United  States  Patent  Office  on  improve- 
its  in  the  machine  for  inspecting  empty  bottles  for  foreign 

'r?i''?/H-    S^°^Su  ^^  ^"""^   covered  by  the  applications  speci- 
2d  in  Finding  6.   The  invention  disclosed  and  claimed  by  Cal- 
an  m  application  Serial  No.  20,884  is  related  to  an  entry  by 
Lhoun  in  his  notebook  on  or  about  December  8,  1958  prior  to 
r  1  ^^  t^ft  ^^^-  '^^y"^^"  terminated  his  employment  v^ith  Indus- 
Lai  Dynamics  Corporation.   Patent  applications  Serial  No. 
,884  and  tne  invention  disclosed  and  claimed  in  such  appli- 
iion  were  assigned  to  defendant  in  accordance  with  the  terms 
the  Patent  Transfer  Agreement  and/or  the  Consultant  Agree- 

"wn   9i^?K^P^^^i^\.^-^^i  ^^''-  Wy"^^"  fi^^^  application  Ser- 
.  No.  21  lb4  m  the  United  States  Patent  Office  on  a  machine 

.  i9^?§r''''^h"^'T^-^°S'^r  ^^^  ^^^^^^^  particles,  on  Febri 
L:  '  M   (^-.^^l.^""-^^^  states  Patent  Office  instituted  Inter- 
^ence  No.  93  420  between  Calhoun  application  Serial  No.  20,884 
I  Wyman  application  Serial  No.  21,164  to  determine  which   ' 
•ent  application  would  have  the  right  to  claim  the  inventive 
iects  common  to  both  patent  applications.   In  this  Interfer- 
•e  Calhoun  constituted  the  senior  party,  with  the  resultant 

Mn  9n%«r-°''  l^""^^^  ^^"^^  Calhoun  filed  application  Ser- 
.  NO.  20  884  m  the  United  States  Patent  Office  before  Wyman 
■ed  application  Serial  No.  21,lb4.   Interference  No.  93  420 

subsequently  dissolved  by  the  United  States  Patent  Office 

VP  t-h   T%''  /'''^'■"''^  ^y   ^^-  Calhoun  and  Mr.  Wyman  to  dis- 
ve  the. Interference. 

ial  Mn  ^A7q  S?.^-'^^  i^'  ^?^^'  defendant  filed  application 
lal  No.  475  31b  in  the  United  States  Patent  Office  as  a 
tmuation  of  application  Serial  No.  20,884.   The  drawings 
specification  and  some  of  the  claims  in  application  Serial 
>^t     u   Z^   u^""^  identical  to  those  in  application  Serial  No. 

it^    M   ?!;rff^  ^^""^  "'^"^^  i"  °^^^^  ^l^i"^^  i"  application 
J'nt  M  *  V.    d}^   ^"""'^  corresponding  cUims  in  application 
lai  No   20,884.   Application  Serial  No.  20,884  was  subse- 
ntiy  abandoned  and  application  Serial  No.  475,316  was 
claim^s^  allowed  by  the  United  States  Patent  Office  with 


On  August  27,  1964,  Mr.  Calhoun  filed  application  Serial 
392,499  in  the  United  States  Patent  Office  on  improvements  in  ' 
machine  for  inspecting  empty  bottles  for  foreign  particles 
isclosed  in  and  covered  by  the  patent  applications  specified 
Inding  6.   This  application  was  subsequently  assigned  to 
ndant  in  accordance  V7ith  the  terms  of  the  Consultant  Agreement 
or  in  accordance  with  an  agreement  on  the  part  of  defendant 
ay  for  the  costs  of  preparing,  filing  and  prosecuting  the 
ication  after  Mr.  Calhoun  indicated  to  defendant  that  he  v;as 
interested  in  continuing  the  prosecution  of  the  application. 

25.  Provisions  of  the  Patent  Transfer  Agreement  and  the 
ultant  Agreement  require  Industrial  Dynamics  Corporation, 

ng  the  term  of  the  Patent  Transfer  Agreement,  and  Messrs'. 
oun  and  Brov^ning,  during  the  term  of  the  Consultant  Agreement 
for  a  three-year  period  thereafter,,  to  m.ake  available  to  the 
ndant,  at  no  further  cost  to  the  defendant,  all  improvements 
he  tv70  patent  applications  covered  by  the  Agreement.   Such 
isions  are  reasonable.   These  contractual  provisions,  which 
plaintiff  described  as  grant-forward  clauses,  constitute 
asonable  method  by  which  Industrial  Dynamics  Corporation  and 
rs.  Calhoun  and  Browning  could  dispose  of  improvements  on 
basic  bottle  inspection  machine  patents.   They  could  not 
nse  or  assign  these  improvements  to  a  third  party,  because  no 
d  party  would  be  able  to  manufacture  and  sell    bottle  inspection 
mes  coming  within  the  claims  of  the  basic  patents  owned  by 
defendant  and  so  would  have  no  interest  in  the  improvements 
h   build  upon  or  add  to  the  basic  machines  and  which  cannot 
sed  apart  from  the  basic  machines.   It  v;as  to  the  advantage 
ndustrial  Dynamics  Corporation  and  Messrs.  Browning  and 
oun  to  make  the  improvements  available  to  the  defendant, 
er  than  others,  so  that  the  bottle  inspection  machines 
eted  by  the  defendant  might  be  as  good  as  they  could  be 
and  sales  and  royalties  thereby  maximized. 

26.  During  a  part  of  the  time  that  Industrial  Automation 
oration  was  developing  its  bottle  inspection  machine,  Mr. 

t:t  G.  Husome.  who  is  presently  president  of  the  plaintiff, 
associated  vjith  Industrial  Automation  Corportion  and  worked 
Mr.  Wyman  in  developing  the  empty  bottle  inspection  machine 
1  Industrial  Automation  Corporation  manufactured  and 
sted  for  a  time  and  the  rights  to  v;hich  Industrial  Automation 
oration  ultimately  solo  to  Barry-Wehmiller  Company. 

27.  In  or  about  September,  1962,  Mr.  Husome  left  the 
oy  of  Industrial  Automation  Corporation  and,  together  with 
;^illiam  V.  Wright,  Jr.,  established  the  plaintiff.  Between 
Bmber,  1962,  and  February,  1963,  the  plaintiff  developed  the 
Le  inspection  machine  which  it  designated  as  its  Model  303 
tronic  Empty  Bottle  Inspector.   It  is  this  machine  that 
:idant  claims  infringes  the  patent-in-suit . 
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2o.   Plaintiff,  defendant  and  Barry-Wehrniller  are  the 
y  present  manufacturers  in  the  United  States  of  m^Tchines  for 
pecting  empty  bottles  for  foreign  particles. 

29.  Defendant  has  entered  into  ti-;o  agreements  with 
subishi  Heavy  -Industries,  Limited,  of  Japan.   The  first  of 
se  is  dated  October  31,  1958,  and  is  the  basic  agreement 

second  is  dated  December  17,  1962,  and  is  a  supplemental 
eement  designed  to  bring  the  Mark  IV  Bottle  Inspection  Machine 
liin  the  terms  of  the  basic  agreement. 

30.  By  the  basic  Mitsubishi  agreement,  defendant 
nsferred  to  Mitsubishi  the  rights  to  Japanese  patents,  and  all 
the  know-how  necessary  for  Mitsubishi  to  manufacture  and  sell 
2ndant  s  products  exclusively  in  Japan  and  n on -exclusively  in 
tarn  other  Far  Eastern  countries.   No  United  States  patents 

3  licensed  by  defendant  to  Mitsubishi,  nor  did  Mitsubishi  by 
other  means  acquire  any  right  to  manufacture  or  sell  defendant 
mted   products  in  the  United  States.   The  second  Mitsubishi 
cement,  dated  December  17,  1962,  makes  reference  for  definition 
)oses  to  tne  United  States  patent  applications  which  gave  rise 
:he  bottle  inspection  patents.   The  second  Mitsubishi 
cement  does  not  license  any  United  States  patent  to  Mitsubishi 
in  any  other  manner  grant  to  Mitsubishi  any  rights  to 
ifacture  or  sell  within  the  United  States  bottle  inspection 
lines  covered  by  defendant  s  patents. 

31.  Pursuant  to  the  Mitsubishi  agreements,  Mitsubishi 
led    to  license  defendant,  on  a  royalty- free  basis   any 
rovements  on  the  licensed  products  that  Mitsubishi  develops, 
such  improvements  have  ever  been  licensed  by  Mitsubishi  to 
mdant.^  Further,  Mitsubishi  agreed  to  refrain  from  using, 
itacturung  or  selling  competitive  or  other  designs  of  bottling 
iinery  for  the  same  purposes  as  the  products  licensed  to  it  ~ 
lerenaant  without  first  obtaining  permission  from  the 

mdant.      Mitsubishi  has  sought  such  permission  on  only  two 
isions  and  on  each  such  occasion  defendant  gave  its  permission 
:he  time  of  the  second  Mitsubishi  agreement,  Mitsubishi 
sed  to  pay  Meyer  a  minimum  royalty  of  $600.00  for  each  bottle 
'action  machine  which  it  manufactured  and  sold  even  though 
igraph  4.2  of  the  agreem.ent  provided  for  a  royalty  of  7% 
:he  net  sales  price  of  each  bottle  inspector.   Defendant  was 
assured  a  minimum  annual  royalty  by  the  Mitsubishi  agreements, 
defendant  required  a  non-compete  clause  from  Mitsubishi  to 
re  that,  to  vjhatever  extent  Mitsubishi  promoted  sales  of 
y^bottle  inspection  m.achines,  Mitsubishi  would  sell  those 
erendant  rather  than  those  of  someone  else. 

xi 
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cms  IONS  OF  LAW:   R.  1832-1837 

1.  The  Court  Ivas  jurisdiction  of  the  plaintiff's  claims 

er  §1333,  Title  28,  United  States  Code,  and  under  the  Declaratory 
ginent  /.ct,  as  amended,  Title  28,  United  States  Code,  §§  2201 

2202.   In  addition,  the  Court  has  jurisdiction  over  the 
endant  under  Title  28,  United  States  Code,  §1391.   The  Court's 
isdiction  of  defendant's  counterclaims  is  based  upon  Rule  13 
the  Federal  Rules  of  Civil  Procedure  and  §1338  of  Title  28, 
ted  States  Code. 

2.  The  burden  of  proof  is  upon  the  plaintiff  to  establish 
a  preponderance  of  the  evidence  that  the  defendant  has 

aged  in  activity  which  amounts  to  misuse  of  its  basic  bottle 
pection  machine  patent. 

3.  Defendant's  acquisition  of  the  patents  does  not 
stitute  patent  misuse. 

4.  The  covenants  not  to  compete  contained  in  the 
eements  of  September  21,  1959,  viz..  Article  XIV  of  the  Patent 
nsfer  Agreement,  and  paragraph  4  of  the  Consultant  Agreement, 
not  constitute  patent  misuse.   Article  XIV  of  the  Patent 
nfifer  Agreement  refers  to  the  bottle  inspection  m.achine 

ined  in  the  first  "WIEKEAS"  clause  of  the  agreement;  that  is, 
bottle  inspection  machine  for  which  tv;o  patent  applications 
been  filed  and  which  by  the  agreement  Industrial  Dynamics 
poration  assigned  to  the  defendant.   While  Article  XIV 
ressly  provides  that  it  is  to  last  during  the  life  of  the 
eement,  it  s  purpose  v;as  to  prevent  Industrial  Dynamics  Corporation 
ing  the  pendency  of  the  patent  applications  sold  to  defendant, 
im  making  and  selling  the  bottle  inspection  machines  vjhich 
le  V7ithin  the  scope  of  and  v;ere  covered  by  such  patent 
'lications  and,  hence,  before  the  defendant  could  prohibit 
h  manufacture  and  sale  by  enforcing  its  right  as  a  patentee. 
:  practical  effect  of  the  Patent  Transfer  Agreemiant  and 
:icle  XIV  v;as  to  place  the  defendant  in  the  same  position  as 
lustrial  Dynamics  Corporation,  that  is,  to  substitute  one 
ipany  for  the  other;  the  covenant  was  ancillary  to  the  purchase 
defendant  of  a  substantial  asset  of  Industrial  Dynamics 
■poration  and  V7as  intended  to  preserv'e  the  value  of  the  asset. 

5.  As  the  phrase  "in  competition  with"  is  used  in  Article 
',  the  Court  concludes  that  it  means  that  Industrial  Dync.mics 
•poration  is  prevented  from  making  or  selling  only  those 

;hines  covered  by  the  assigned  patent  applications  v^hich  were 
!  subject  of  the  Patent  Transfer  Agreement,  and  doea  not  pre- 
It  Industrial  Dynamics  from  making  or  selling  machines  not  so 
^ered  by  such  applications,  or  any  patents  vjhich  subsequently 
iued  thereon.   The  protection  of  Article  XIV  \-:ias   not  needed 
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:er  the  patents  issued.   Therefore,  to  the  extent  that  the 
•ase  "during  the  life  of  this  agreement"  in  Article  XIV  tends 
indicate  that  the  protection  afforded  by  that  Article  extends 
ir  the  life  of  the  patents ^  it  is  surplusage, 

6.  Paragraph  4  of  the  Consultant  Agreement  has  the  same 
'erage  and  effect  as  Article  XIV  except  that  it  restrains 

!  consultants,  Messrs.  Calhoun  and  Browning,  for  a  limited 
lod  of  time,  namely,  the  period  of  their  service  under  the 
isultant  Agreement  and  three  years  thereafter. 

7.  The  Court  concludes  that  these  two  covenants, 
icle  XIV  and  paragraph  4,  v^hether  considered  separately  or 
ether,  are  reasonable  in  their  purpose  and  in  their  effect 

do  not  constitute  patent  misuse  or  unclean  hands. 

8.  The  agreement  between  Industrial  Dynamics  Corporation 
w  known  as  Electro-Dynamics  Corporation)  and  the  defendant 

ed  June  23,  1966,  rescinded  Article  XIV  of  the  Patent  Transfer 
eeraent.   Therefore,  Article  XIV  cannot  presently  im.pair  the 
endant  s  rights  to  protect  the  patent  here  concerned. 

9.  The  Court  concludes -that  Mr.  Calhoun  and  the  defendant 
e  ex.ercxs3.ng  their  legal  rights  in  filing  a  continuation 
lication  and,  even  if  the  purpose  of  the  application  may  have 

n  m  part, to  broaden  the  patent  and  to  cover  the  bottle 
pection  machine,  which  Mr.  Wyman  developed,  and  was  marketing 
ough  Industrial  Automation  Corporation,  the  filing  of  such^a 
tinuation  application  does  not  constitute  patent  misuse  or 
lean  hands. 

10.  The  filing  of  an  additional  patent  application  by 
Calhoun  and  the  instituting  of  an  interference  proceeding  with 
Wyman  s  patent  application  as  specified  in  Finding  23  do 
constitute  patent  misuse  or  unclean  hands  by  the  defendant. 

se  were  reasonable  and  legal  procedures  employed  by  Mr. 
houn  and  the  defendant  to  attempt  to  retain  the  value  of  their 
ention  by  obtaining  patent  protection  against  the  bottle 
pector  which  they  believed  Mr.  Wyman  had  conceived  while  at 
ustrial  Dynamics  Corporation. 

11.  The  Court  concludes  that  the  defendant's  actions  to 
orce  its  patent  rights  against  the  plaintiff  and  Mr.  Wyman  or 

assignees  by  sending  them  cease  and  desist  letters  and  by 
se  proceedings  do  not  constitute  patent  misuse. 

12.  The  Court  concludes  that  the  provisions  in  the 

ant  Transfer  Agreement  and  the  Consultant  Agreem.ent  described 
?;rant-forward  clauses  and  referred  to  in  Finding  No.  31  are 
al  and  do  not  constitute  patent  misuse  or  unclean  hands. 
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13.  The  provisions    of  Article  VIII.    C.    of    the  Patent 
•ansfer  Agreement,    and  para^^raph    5.    B.    of    the   Consultant   Agree- 
nt   are  nothing  more    than   grants    of   rights    of   first   refusal 

other    inventions    involving   electronic   applications    in    the 
ckaging   industry   that  might  be   developed  by   Inaus trial   Dynamics 
rporation    of  Messrs.    Calhoun    and  Brovrning.      These  grants    of 
ghts    of   first   refusal    did  not    inhibit  Messrs.    Calhoun    or   Broxvn- 
g   from  further   development,    and    the   Court    concludes    that    these 
ovisions    do  not   constitute  patent   misuse    or"  unclean   hands. 

14.  The   combination    of   certain    terms    contained   in    the 
reements    of  .September    21,    1959,    viz.,    the   covenants   not    to 
mpete,    the  grant-f orv/ard   clauses    and   the  rights    of   first 
fusal   do  not   constitute  patent  misuse.      The'^c  on  elusions    that 
ch    terms,    considered   individually,    do  not   constitute  patent 
suse   are  set    forth    in   prior  paragraphs.      The   combination    of 
ese    terms    does    not   alter    those   conclusions. 

15.  The   requirements    to  pay   royalties    during   the 
nod   of   the   pendency   of   the   two  patent    applications    specified 

Finding  b  and  during  the  life  of  the  patent~in-suit  and 
tent  3,081,6b6  (both  of  which  issued  as  a  result  of  said 
D  patent    applications)    do  not   constitute  patent  misuse. 

16.  The   Court   concludes    that   the  Mitsubishi   agree- 
:its    do  not   constitute  misuse   of    the   patent-in-suit ,    or   un- 

2an  hands  by  the  defendant.  Sperry^roducts ,  Inc.  v.  Aluminum 
BEsILY^JlLAjTierica,  171  F.Supp.  9TJl  (n.d.  0¥i5r"™iTJ9y,'"ar£^d:~~"" 
)  F.2d   911    (C.A.    b,    1960). 

17.  The   Court  has    examined   the   cases    cited  by   p]ain- 
Ef  and  has    concluded   that    they  are   distinguishable   on    their 
:ts    or   have  no   application    to    the   case   at   bar.      The   casr^    of 
-^i_Zi-.™Al££5.>    ^1   F.bupp.    333    (S.D.    N.Y.,    1950),    cited  by   the 
aintiii:   to  support   its   argument   that   the  grant-forward   clauses 
solved   iu   this    case   constitutes   patent  misuse,    involved  a 

±   different   fact   situation;    it   involved  a  pervasive  plan, 
2  effect   of  which   was    to  give  Alcoa   complete   control   of  all 
isent   and   future  patents    relating    to   the  production    of   aJumi- 
J-      ^L^^^fl.ii^-3'asher   Go.    vs ,    George   K.    Garrett    Co.,    Inc., 
^  F.2d  253,    3a  USP(r^TrT3^"r~a"r:T"r9t3T"*iF^^ 

l^°£^^...Co3:poraf^.on,    16o   F.2d   759,    7b   USPO   503~l'9tIi"~Cii:r77'T948) 
solved   covenants    nut    to   compete   quite   different    in    their 
)pe,    coverage  and   effect   from   the  covenants    involved  in   the 
>e  at  bar. 

18.  The   Court    conc3.udes    that    the   terms    of   the  Patent 
msfer  Agreement   are  understandable,    and   the   Court  has    there- 
-e   interpreted   the   contract  without  regard   to  extraneous 
-dence. 
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APPENDIX  B 
FINDINGS  OF  FACT  AND  CONCLUSIONS  OF  LAW 

'INDINGS  OF  FACT: 

1.  The  Findings  of  Fact  filed  with  the  Court  and 
igned  on  January  24,  1967,  following  trial  on  the  issues  of 
efendant's  alleged  misuse  of  the  patent  in  suit  are  incor- 
lorated  herein  and  made  a  part  hereof  by  reference. 

2.  Claims  1  to  6,  inclusive,  and  16  of  the  patent 
n  suit  are  not  at  issue.   Claims  7  to  15,  inclusive,  and 

.7  to  24,  inclusive,  of  U.  S.  patent  No.  3,133,640  are  at 
ssue,  with  claims  7,  9,  18,  22,  23  and  24  designated  by 
he  defendant  as  representative  of  these  claims. 

3.  The  terminology  of  the  patent  in  suit  seems  as 
nderstandable  and  reasonably  precise  as  the  respective 
ontexts  require.   The  descriptions  contained  in  the  patent 
n  suit  are  sufficiently  concise  and  clear  to  enable  one 
killed  in  the  art  to  construct  that  which  is  taught  by  the 
latent. 

4.  The  defendant  characterizes  its  alleged 
nvention  as  a  bottle  inspection  system  which  combines  a 
entered  optical  system  with  a  radial  scan  to  provide  spatial 
'iltering  for  the  generation  of  signal  components  of  a 
articular  frequency  or  a  range  of  frequencies  representing 
mall  particles  in  the  bottom  of  the  bottle,  electronic 
ircuits  for  selecting  the  particular  frequency  or  frequencies, 
epresenting  particles  in  the  bottom  of  the  bottle,  and 
lectronic  circuits  for  detecting  direct  current  at  a 
articular  level  to  reject  opaque  bottles  and  bottles  with 
elatively  large  particles  in  the  bottom  of  the  bottles. 

5.  Reading  the  patent  as  a  whole,  in  the  light  of 
he  evidence  presented  relating  to  prosecution  of  the  patent 
nd  the  teachings  of  the  prior  art  relating  to  bottle 
nspection  and  missile  and  star  tracking,  the  Court  finds 
hat : 

(a)  With  respect  to  the  use  of  AC,  the  draw- 
ngs  and  the  specifications  describe  a  device  whose  funda- 
lental  purpose  is  to  detect  a  foreign  particle  by  causing 
t  to  set  up  an  alternating  current  signal  of  a  particular 
'requency.   The  nature  of  the  signal  indicative  of  the 
•resence  of  small  particles  in  the  bottle  is  characterized 
It  column  2,  lines  61-64  of  the  patent  where  it  is  stated 
:hat  "As  a  result  (of  small  particles  of  dirt  in  the  bottle) 


e  output  of  the  photocell  will  be  an  alternating  current 
gnal,  the  frequency  of  which  basically  is  determined  by 
e  speed  of  rotation  of  the  reticle  times  the  number  of 
okes."  The  selection  of  this  frequency,  or  reasonably 
scriminated  band  of  frequencies  (for  rejection  purposes), 

accomplished  by  the  LC  tuned  circuit,  which  is  the  heart 

the  frequency  discrimination  concept  of  the  '640  patent, 
e  '640  patent  teaches  the  use  of  RC  circuits  as  couplers, 
d  not  as  differentiators.   If  '640  did  use  their  circuits 

differentiators,  such  would  destroy  the  essence  of  the 
rcuit  by  reducing  the  selectivity  of  the  LC  circuit.   The 
tection  of  an  alternating  current  signal,  as  contemplated 

the  patent,  is  predicated  on  the  particular  frequency 

the  signal.   Counsel  for  the  defendant  states  that  the 
rcuit  disclosed  in  the  patent  is  merely  an  embodiment  of 
e  invention,  but  the  Court  finds  that;  it  is  the  essence 

the  disclosure  of  the  patent,  insofar  as  the  use  of  AC 

concerned. 

(b)  The  '640  patent  discloses  a  centered 
tical  system  whose  essential  element  is  a  rotatable  light 
opping  disc  centered  on  an  axis  of  rotation  that  lies,  at 
1  times  during  inspection,  within  the  periphery  of  the 
ntainer. 

(c)  As  taught  by  the  patent,  the  term  "axis 
rotation"  of  the  disc  and  "center  of  rotation"  of  the 

sc  are  synonymous.   However,  the  use  of  reflective  optics 
plaintiff's  device  is  equivalent  to  the  use  of  refractive 
tics  in  the  embodiment  disclosed  in  the  '640  patent. 

(d)  The  '640  patent  discloses  a  multi-spoked 
tide  having  more  than  one  translucent  area  and  more  than 
e  opaque  area  alternately  disposed  with  the  translucent 
eas,  each  of  the  areas  extending  radially  from  the  center 

the  disc.   The  '640  patent  does  not  include  a  disc  having 
single  reflective  line  with  the  remainder  of  the  surface 
aque. 

6.   Where  appearing  in  the  patent  in  suit,  such 
rros  as  "AC",  "alternating  current",  "alternating  current 
gnal",  and  "substantially  alternating  current"  or  the  like, 
an  an  alternating  current  signal  which  has  a  substantially 
nstant  and  repetitive  pattern  with  a  substantially  pre- 
termined  time  relationship  between  successive  portions  of 
e  signal.   Although  the  plaintiff's  machine  produces  an 
ternating  current  signal,  it  is  only  concerned  with  the 
itial  slope  of  the  first  pulse  thereof,  and  is  not  con- 
rned  with. matters  of  frequency  or  repetitive  pattern. 
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»ploy  toJs  such  fs   "rltlc?e"'  "disc"  ''"sc"'  '"  '"''  "!l^'='> 
mnular  member"  or  the  ltlo\eanl"rekolelTcl^,'lTi:' 
.ast  t«o  radial  opaque  areas  and  two  transparent  arfas' 

8.-  Neither  the  specification  nor  the  drawint, 
TT      "^'^^  '640  patent  discloses  anything  di?fe?fnt 
om  the  production  of  an  AC  signal  having  a  particular 
equency  indicative  of  the  pretence  of  small'^particles  in 
e  container;  nor  do  the  specification  or  drawing  dilclose 
ything  different  from  a  multi-spoked  reticle  having  morl 
^.T   t^nsparent  segment  and  more  than  one  opaqui 
gment  extending  radially  from  the  center  of  the  reticle. 

HI,  •   ^u^'j  "^^^   nature  of  the  art  we  are  here  concerned 
th  IS  the  detection  of  foreign  objects  in  a  field  of  view 
electro-optical  techniques,  rather  than  being  limUed  to 

LlSsio':  ir?lf  r  I!)"-  ^'""'^  ''"''^^  ^^-   ^PP-"  - 

iects  in^^he  f^ra^t^^tlSf  oFL'^^^ifrmL^in^^Srf  °Sn-^ 

^or  detection  of  the  presence  of  objects  moving  on  the ■ 
mnd,  and  detection  of  objects  in  a  container,  III  are 
Items  which  reside  in  an  analogous  art,  and  such  systems 
'loy  similar  elements  in  a  similar  relationship  for  a 
iilar  purpose.   Further,  such  systems  are  related  by  the 
I  object  of  seeking  to  detect  an  object  having  distinct 
,ht  or  dark  characteristics  in  a  background  of  different 
;ht  or  dark  characteristics. 

^  ^  ^^^'      ^^^   ^°"5^  ^^^^s  that  each  of  the  elements  of 
^patent  m  suit  as  hereinabove  discussed  was  well  known 

(a)  A  centered  optical  system,  including  a 

en^Sr^^f  ?oS^^^^^  2"^^^'  ^^  disclosed  in  the  British 
ent  No.  517,229  issued  to  Stoate  January  24,  1940  and 
ted  States  Patent  No.  3,034,405  filed  October  13  'l953 
issued  to  Biberman,  et  al. ,  May  15,  1962.       '      * 

.(b)   The  use  of  DC  to  detect  large  obiects  in 

T9r?^n.7^.'^^^''}°^^'^  ^y  ^^°^^^  '229;  United  States  patent 
^,Zb5,037  issued  to  Gulliksen  December  2,  1941'  United 
^es  patent  No.  2,439,490  issued  to  Schell  April'l3,  1948. 

,.   ,    ,  ,  ^^^  ^^^   ^^^   of  AC  to  detect  foreign  obiects 
A^nl?^^t^y  United  States  patents  to  Fitz-Gerald  No. 

Lb  036;  Biberman  No.  3,034,405;  Schell  No.  2,439,490- 
Weathers  No.  2,427,319.   The  art  of  attenuating  sigAal 

5onents  having  undesirable  frequencies  in  an  AC  signal 

5mpnasize  other  signal  components  having  a  particular 
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requency  or  frequencies  in  the  AC  signal  is  well  known, 
he  art  of  emphasizing  the  signal  components  having  the 
articular  frequency  or  frequencies  in  the  AC  signal  is  also 

ell  known. 

(d)  The  Stoate  '229  patent  discloses  a  DC 
ystem,  but  does  not  disclose  or  contemplate  the  concept  of 
patial  filtering  for  the  generation  of  signal  components  of 
ifferent  frequencies  and  the  selection  by  electronic 
echniques  of  the  frequency  or  frequencies  representing  small 
articles  in  the  bottom  of  the  bottle. 

(e)  The  Biberman  '405  patent  discloses  a 
issile  or  star  tracking  system  but  does  not  disclose  a 
ottle  inspection  system.  The  Biberman  '405  patent  is  the 
aly  reference  specified  in  paragraphs  11(a),  11(b)  and 
1(c)  of  the  Findings  of  Fact  that  discloses  a  centered 
ptical  system  with  a  radial  scan  for  providing  spatial 
iltering. 

(f)  No  single  reference  cited  by  plaintiff 
iscloses  a  bottle  inspection  system  employing  techniques  of 
patial  filtering  or  the  combination  of  spatial  filtering 

nd  electronic  frequency  selection  as  defined  in  paragraph 
of  these  Findings  of  Fact. 

12.  (a)   The  '640  patent  discloses  the  first 
ystem  for  detecting  small  particles  in  the  bottom  of  a 
ottle  while  scanning  the  bottom  of  the  bottle,  including  the 
dge  of  the  bottle,  without  masking  the  edge  of  the  bottle, 

(b)  The  need  for  a  satisfactory  machine  for 
nspecting  empty  bottles  for  foreign  particles  existed  for 

considerable  period  of  time  before  the  invention  of  the 
mbodiment  of  the  '640  patent. 

(c)  The  invention  of  the  '640  patent  has 
njoyed  considerable  commercial  success. 

j  (d)   For  all  practical  purposes,  the  only 

achines  now  being  sold  in  the  United  States  for  inspecting 
npty  bottles  for  foreign  particles  are  those  being  manu- 
3ctured  by  the  defendant,  the  plaintiff,  and  the  Barry- 
^hrailler  Co.   The  machine  being  manufactured  by  Barry- 
ehmiller  Co.  was  developed  by  W37Tnan,  one  of  the  inventors 
::  the  '640  patent,  and  Husome,  president  of  plaintiff  and 
\ie   person  who  developed  plaintiff's  machines. 
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13.  Each  of  the  elements  in  the  patent  in  suit  is 
mployed  in  substantially  the  same  way,  and  functions  in 
ubstantially  the  same  manner,  as  its  counterpart  in  the 
irior  art.   However,  all  of  the  elements  in  the  patent  in 
uit  do  not  have  counterparts  in  the  field  of  bottle  inspec- 
ion. 

14.  Of  the  above-mentioned  prior  art  references, 
nly  Fitz-Gerald  '036  was  before  the  United  States  Patent 
;xaminer.   However,  the  Patent  Office  cited  references  dis- 
losing  centered  optical  systems  with  radial  scans  in  the 
leld  of  star  tracking  and  missile  tracking  systems,  and  the 
efendant,  through  its  attorneys,  called  other  similar 
eferences  to  the  attention  of  the  Patent  Office.   Such 
eferences  further  disclosed  the  concept  of  spatial  filtering 
n  the  star  tracking  and  missile  tracking  field.   The  '640 
atent  was  granted  over  such  references. 

15.  Upon  review  of  the  evidence  adduced,  the  Court 
inds  that  the  following  patents  are  part  of  the  relevant 
rior  art: 

(a)   Stoate  '229  teaches  the  use  of  a  centered 
optical  system  with  a  rotatable  scanning  member  having  a 
ingle  radial  slit.   The  scanning  member  is  disposed  above 
he  bottle  being  inspected,  with  its  axis  of  rotation  coin- 
Ident  with  the  common  axis  of  a  light  source,  bottle  and  a 
ihotocell.   Defendant  knew,  through  other  attorneys  than 
hose  prosecuting  the  applications  which  resulted  in  the 
;rant  of  the  '640  patent,  of  the  Stoate  '229  patent  prior  to 
ts  argument  before  the  Patent  Office  to  the  effect  that  the 
entered  optical  system  was  an  important  and  novel  part  of 
he  invention  disclosed  and  claimed  by  defendant  and  that 
lefendant  was  the  first  to  include  a  centered  optical  system 
or  the  bottle  inspection  machine  disclosed  and  claimed  by 
efendant. 

However,  the  defendant's  attorneys  were  not  con- 
'inced  at  that  time  that  such  references  actually  disclosed 
i  centered  optical  system,  and  the  defendant  did  not  prac- 
:ice  any  fraud  by  any  failure  on  its  part  to  call  the  Stoate 
229  patent  to  the  attention  of  the  Patent  Office. 

(b)   Biberman  '405  discloses,  in  a  star  tracking 
r  missile  tracking  system,  a  centered  optical  system  includ- 
ng  a  reticle  with  alternately  disposed  opaque  and  translucent 
reas  for  the  detection  of  a  foreign  object  in  a  field  of 
iew.   Biberman  '405  further  suggests  the  use  of  AC  circuitry 
uned  to  a  particular  frequency  to  detect  a  foreign  object 
n  a  field. 


(c)   Schell  '490  and  Weathers  '319  teach  the 
:ombination  of  an  AC  signal  for  the  detection  of  small  foreign 
^articles  in  a  field  of  view,  and  a  threshold  or  DC  level 
signal  for  the  detection  of  opaque  bottles  and  large  particles 
Ln  bottles.   Further,  the  Weathers  patent  discloses  the  detec- 
;ion  of  foreign  particles  in  the  field  of  view  by  use  of  a 
luned  circuit. 

The  defendant's  attorneys  were  aware  of  the 
:eachings  of  the  prior  art  mentioned  above  in  this  paragraph 
3t  the  time  they  argued  before  the  Patent  Office  in  support 
)f  their  application  for  the  '640  patent,  and  they  did  not 
;all  such  prior  art  to  the  attention  of  the  Patent  Office, 
lowever,  the  defendant's  attorneys  did  not  intentionally 
jithhold  anything  from  the  United  States  Patent  Office  that 
;hey  concluded  was  relevant. 

16.  The  patent  in  suit  is  a  combination  patent. 

17.  The  detection  of  objects  in  a  field  of  view  in 
;he  star  tracking  or  missile  tracking  field  occurs  in  a 
relatively  homogeneous  background.   The  detection  of  a  small 
foreign  particle  in  the  bottom  of  a  bottle  occurs  in  a 
substantially  non-homogeneous  background,  especially  since 
:he  signal  components  produced  by  scanning  the  edges  of  the 
)Ottle  have  a  much  greater  intensity  than  the  signal  compon- 
mts  produced  by  scanning  small  particles  in  the  bottom  of 
;he  bottles.   Nonetheless,  the  Court  finds  that  both  come 
\ithin  the  art  here  concerned  as  defined  in  paragraph  9 
lereof. 

18.  Some  of  the  problems  presumably  encountered 
md  solved  in  the  development  of  the  defendant's  alleged 
invention  were  previously  recognized  and  solved  by  others  in 
:he  field  of  missile  or  star  tracking  prior  to  the  filing 

)f  the  '640  patent  application  by  the  inventors.   Other 
5uch  problems  were  previously  recognized  and  solved  in  the 
rield  of  bottle  inspection  prior  to  the  filing  of  the  patent 
application  by  the  inventors.   Some  of  the  problems  specific  " 
:o  the  bottle  inspection  field,  including  the  effects  of  the 
5dge  of  the  bottle,  was  neither  recognized  nor  solved  by 
)i:hers  prior  to  the  filing  by  the  inventors  of  the  patent 
application  which  matured  into  the  '640  patent. 

19.  The  Court  finds  that  both  Williams  and  Calhoun, 
'he  named  co-inventors  of  the  patent  in  suit,  possessed  at 
■east  ordinary  skill  in  the  guided  missile  and  missile 
racking  field,  wherein  the  use  of  spoked  recticle-AC  systems 
or  the  electro-optical  detection  of  objects  against  a  back- 
round  was  well  known  prior  to  filing  the  patent  application 
or  the  patent  in  suit.   After  organizing  Industrial 
ynamics ,  the  inventors  devoted  a  number  of  months  in  unsuc- 
essful  attempts  to  develop  an  operative  system  for  detecting 
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particles  in  empty  bottles  before  deciding  that  a  scanning 
type  of  system  was  best  suited  for  bottle  inspection.   Once 
it  was  decided  that  a  centered  optical  system  with  a  radial 
scan  was  best  suited  for  bottle  inspection,  Industrial 
Dynamics  Corporation  required  only  approximately  one  month 
to  design  and  construct  its  first  prototype  of  the  machine 
described  in  the  patent.   While  the  inventors  appeared  to 
have  had  some  developmental  problems,  they  were  mostly 
engineering  problems,  i.e.,  problems  related  to  the  appli- 
cation of  the  inventor's  mechanical  and  electronic  skills. 

20.  The  inventors  constructed  a  number  of  different 
embodiments  before  filing  in  the  Patent  Office  the  patent 
application  which  formed  the  basis  of  the  '640  patent. 

These  embodiments  were  operative.   They  included  systems 
having  a  reticle  with  a  single  translucent  area  and  with  a 
single  opaque  area  and  with  the  opaque  area  considerably 
larger  than  the  translucent  area,  the  reticle  being  included 
to  provide  spatial  filtering  when  the  reticle  rotated. 
These  embodiments  further  included  RC  circuits  to  detect 
the  signal  components  representing  small  particles  in  the 
bottom  of  the  bottles  by  selecting  the  range  of  frequencies 
representing  such  particles  from  other  frequencies  after 
the  generation  of  such  different  frequencies  by  spatial 
filtering. 

21.  What  the  named  inventors  did  would  not  be 
surprising  or  unobvious  to  a  person  skilled  in  the  art. 

22.  Plaintiff's  machines  (the  allegedly  infringing 
303  and  Slimlight)  seek  the  same  end  result  of  detecting 
foreign  particles  in  a  container  as  does  the  machine  des- 
cribed in  defendant's  patent.   However,  the  means  employed 
by  the  SME  devices  to  reach  this  end  result  are  dissimilar 
from  those  taught  by  the  patent  in  suit.   The  enumerated 
respects  in  which  the  Court  finds  them  dissimilar  are  set 
forth  in  rather  telegraphic  reference  to  the  wording  of  the 
following  claims: 

Claim  7.      (a)   The  different  areas  of  the  bottle  scanned 

by  the  SME  machines  do  not  include  the 
center  and  progressive  portions  of  the 
periphery  of  the  bottle.   In  the  SME 
machines  the  scanning  member  is  rotatii^g 
at  a  high  rate  of  speed  while  the  bottle 
is  in  continuous  motion  across  the  inspec- 
tion zone.   The  mirrored  slit  of  the  SME 
scanning  member  does  not  extend  beyond 
the  center  of  the  member.   Therefore, 
before  the  center  of  the  bottle  reaches 
the  axis  of  rotation,  the  scan  of  the 
trailing  one-half  of  the  sweep  does  not 
include  the  center  of  the  bottle;  and  the 
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instant  the  center  of  the  bottle  goes 
beyond  the  axis  of  rotation,  the  scan  of 
the  lead  one-half  does  not  include  the 
center  of  the  bottle. 

(b)   The  detection  circuitry  of  the  SME 

machines  is  not  concerned  with  rendering 
a  repetitive  alternating  current  signal 
output  at  the  photocell.   Plaintiff^s 
machines  are  concerned  only  with  the 
leading  edge  of  a  single  pulse  of  electri- 
cal energy  indicative  of  the  presence  of 
a  foreign  particle  in  the  container.   The 
fact  that  the  photocell  does  set  up  a 
repetitive  alternating  current  signal  is 
irrelevant  to  the  operation  of  the  SME 
machine. 

(c)   The  rejection  of  a  bottle  by  the  SME 

machine  is  not  dependent  upon  an  alter- 
nating signal  of  a  hoped  for  particular 
frequency  or  a  discriminated  band  of 
frequencies  as  taught  by  the  patent  in 
suit.   In  the  SME  machines,  rejection  is 
primarily  dependent  upon  the  rate  of 
change  of  amplitude  of  a  single  pulse  of 
electrical  energy  indicative  of  the  pres- 
ence of  a  foreign  particle.   Such  rejec- 
tion derivative  is  achieved  through  the 
use  of  an  RC  differentiating  network. 
The  patent  in  suit  teaches  rejection 
selection  through  the  use  of  an  LC  tuned 
circuit  responsive  to  a  particular  fre- 
quency.  While  plaintiff's  machines  are 
concerned  only  with  signals  in  the  200- 
5000  c.p.s.  range,  this  is  not  comparable 
to  the  '640  patent  wherein  a  specific 
frequency,  dependent  on  the  speed  of 
rotation  of  the  scanning  disc  times  the 
number  of  disc  spokes,  is  sought  to  be 
selected. 

Claim  9.      (a)   The  progressive  segments  of  scan  of  the 

scanning  member  of  the  SME  machines  do 
not,  at  all  times  during  the  complete 
inspection  period,  include  the  center  of 
the  bottom  of  the  bottle  and  progressive 
portions  of  the  periphery,  as  discussed 
with  respect  to  claim  7. 

(b)   In  the  SME  machines,  the  center  (axis)  of 
rotation  of  the  rotatable  means  is  not 
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actually  disposed  within  the  bottom  of  the 
container.   However,  while  the  actual 
center  (axis)  of  rotation  lies  outside  of 
the  periphery  of  the  bottom  of  the 
container,  the  optical  axis,  bent  by  the 
mirrored  surface  of  the  rotating  member, 
does  lie  within  the  periphery  of  the 
bottom  of  the  container.   The  offset  of 
the  axis  of  rotation  of  the  SME  rotating 
member  is  effected  to  provide  a  means  for 
scanning  the  neck  of  the  bottle,  a  result 
that  is  not  achieved  or  taught  by 
defendant's  disclosure.   This  offsetting 
is  done  for  a  purpose  that  is  unrelated  to 
a  simple  attempt  to  avoid  the  charge  of 
copying  the  claim,  and  the  doctrine  of 
equivalents  for  this  reason  is  found  not 
to  apply. 

(c)   As  stated  above  with  respect  to  claim  7, 
the  SME  machines  are  not  concerned  with 
indicating  the  presence  of  foreign  parti- 
cles by  means  of  alternating  signals  in  a 
relevant  sense  as  taught  by  the  patent. 

Uaim  18.     (a)   In  the  SME  machines,  the  scanning  area  is 

not  'Substantially  greater"  than  the  size 
of  the  particle  sought  to  be  detected,  in 
the  sense  that  the  quoted  words  are  used 
in  the  '640  patent. 

(b)  Because  of  the  motion  of  bottle  through 
the  inspection  zone,  the  SME  scanning  areas 
do  not  include,  at  each  instant,  the 
center  and  a  portion  of  the  periphery  of 
the  container.   This  is  discussed  above 
with  respect  to  claim  7. 

(c)  The  circuitry  of  the  SME  machines  does  not 
undertake  to  detect  particular  alternating 
components  in  the  photocell  output  signal 
in  the  manner  taught  by  the  patent  in 
suit.   In  a  detection  sense,  the  machine 
taught  by  the  patent  in  suit  is  interested 
in  alternating  signals  of  a  particular 
frequency.   As  indicated  hereinabove, 
with  respect  to  claim  7,  the  SME  machines 
are  interested  only  in  the  slope  or  rate 
of  change  of  the  magnitude  of  a  single 
pulse. 
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(d)   The  SME  machines  are  not  concerned  with 
particular  levels,  or  magnitudes,  of  an 
AC  Signal  produced  by  the  photocell  as 
taught  by  the  patent  in  suit.   Plaintiff's 
machines  are  responsive  only  to  the  rate 
of  change  of  magnitude  of  a  pulse  and  not 
the  ultimate  magnitude  of  the  pulse. 

Claim  20.     (a)   As  set  forth  in  the  findings  relating  to 

claim  9,  the  center  (axis)  of  rotation  of 
the  SME  scanning  member  is  not  within  the 
periphery  of  the  container. 

(b)  The  progressive  segments  of  the  areas  of 
the  bottle  scanned  by  the  SME  machines  do 
not  include  the  center  and  portions  of  the 
periphery  of  the  bottle.   This  was  dis- 
cussed above  with  respect  to  claim  7. 

(c)  The  SME  machines  are  not  concerned  with 
producing  an  alternating  current  signal  at 
a  particular  frequency  and  magnitude 
related  to  the  size  of  the  particle.   The 
rejection  portion  of  the  circuitry  of  the 
patent  in  suit  will  reject  a  bottle  only 
if  the  input  thereto  is  an  AC  signal 
having  a  particular  frequency,  or  selected 
range  of  frequencies,  indicating  the 
presence  of  a  foreign  particle.   In  the 
SME  machines,  the  detection  circuitry  will 
accept  signals  over  a  broad  range  of 
frequencies  but  reject  a  bottle  only  if  a 
single  pulse  received  indicates  a  parti- 
cular rate  of  change  of  magnitude. 

''laim  21.     (a)   For  the  reasons  indicative  hereinabove 

with  reference  to  claim  9,  the  center 
(axis)  of  rotation  of  the  SME  scanning 
member  is  not  within  the  periphery  of  the 
bottle  to  be  inspected. 

(b)   As  stated  hereinabove  with  respect  to 

claim  18,  in  comparison  with  the  teachings 
of  the  '640  patent,  the  SME  area  of  scan 
is  not  substantially  larger  than  the 
cross-sectional  area  of  a  dirt  particle 
sought  to  be  detected. 

'  (c)   The  area  of  scan  of  the  SME  machines  at 

any  instant  does  not  include  the  center 
of  the  bottle  to  be  inspected. 


Claim  22; 


Claim  23 


Claim  24: 


(a)   For  reasons  indicated  hereinabove  with 
respect  to  claim  7,  the  plaintiff's 
machines  are  not  concerned  about  rendering 
an  alternating  current  signal  output,  nor 
is  the  rejection  of  a  bottle  based  upon 
an  alternating  signal  in  a  relevant  sense 
as  taught  by  the  patent  in  suit. 

(a)  For  the  reasons  indicated  hereinabove  with 
respect  to  claim  7,  the  plaintiff's 
machines  are  not  concerned  with  rendering 
an  alternating  current  signal  output  in  a 
relevant  sense  as  taught  by  the  patent  in 
suit. 

(b)  The  SME  machines  do  not  use  an  amplifier 
mean  tuned  to  a  specific  frequency  range. 
The  fact  that  the  plaintiff's  machines 
set  up  frequencies  ranging  from  200  to 
5000  cycles  per  second,  does  not  constitute 
focusing  on  a  "specific  frequency  range" 

in  the  sense  taught  by  claim  23.   Conse- 
quently, plaintiff's  machines  are  not 
constructed  to  reject  a  bottle  on  the 
basis  of  an  alternating  current  signal 
having  a  frequency  within  a  specific  range. 

(a)   The  scanning  member  of  the  SME  machines 
is  not  on  a  center  located  within  the 
periphery  of  the  bottle.   This  is  discussed 
with  reference  to  claim  9. 


(b)   As  opposed  to  the  teachings  of  the  '640 
patent,  the  SME  scanning  member  does  not 
have  alternate  radial  opaque  and  trans- 
lucent areas.   Reading  the  patent  as  a 
whole,  the  term  "areas"  means  more  than 
one  with  respect  to  both  opaque  and  trans- 
lucent respectively.   Referring  to  the 
SME  scanning  member  it  cannot  be  said  that 
the  opaque  area  extends  in  a  radial 
direction  out  from  the  center  in  the  same 
or  similar  sense  as  the  opaque  areas  of 
the  scanning  disc  disclosed  by  the  patent 
in  suit. 

23.   Based  upon  statement  of  defendant's  counsel 
that  the  defendant  is  willing  to  predicate  its  case  upon  the 
:;laims  hereinabove  discussed,  the  Court  has  limited  its 
:3etailed  discussion  to  those  claims.   However,  the  evidence 
establishes,  and  the  Court  finds,  that  the  remaining  claims 
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at  issue,  namely  8,  10-15   inrlncT,,^   i-?  -,  n         ,  ^^ 
infringed  by  the  SME  machines?      '  "'  ^^  ^"^  ^^  ^"  "°t 

CONCLUSIONS  OF  LAW 

filed  witi'thI^^C^i?f  ^^^  signer jSir2ri?S7  ^L^f  ' 
trial  on  the_  issues  of  the  dffendan?'s  Sieged  l^susforthf 
^y  referLce^'  ^'^  incorporated  herein  and  Lde'a^'^^t^'ere^f 

parties  and  Jf^lh   ^^""""^  has  retained  jurisdiction  of  the 
parties  and  of  the  causes  of  action  set  out  in  the  ComD^p^n^ 
and  Counterclaim.  «-ompiaLnt 

3.  All  of  the  remainder  of  the  claims  are  nroDerlv 
3t  issue,  and  the  defendant  has  chosen  to  predicate  its  else 
apon  claims  7,  9,  18,  22,  23  and  24.      PJ^^a^cate  its  case 

4.  35  U.S.C.A.  Section  282  provides  in  nart 

;a  patent  shall  be  presumed  valid.   The  burden  Sf  establish- 
.ng  invalidity  of  a  patent  shall  rest  on  a  party  assertinf 
-t.   Plaintiff  herein  is  charged  with  that  burden. 

,,  ..  .J'     Whether  arts  are  analogous  depends  upon  the 
similarity  of  their  elements  and  purpose.  ^If  elements  and 
.urpose  m  one  art  are  so  related  and  similar  to  thSse  in 
mother  art  that  the  relationship  would  appeal  to  the  miSd  of 
>  person  having  mechanical  skill  and  knowledge  of  the  pir- 
OSes  of  the  other,  then  the  arts  may  be  said  to  be  analLous 
he  nature  of  the  art  or  field  of  interest  we  are  here   ^ 
oncerned  with  is  the  detection  of  objects  in  a  field  of 

i'^h^^K^i??^''°■°P^^'^?^  techniques,  rather  than  being  limited 
0  the  bottle  inspection  field.   (See  also  Finding  No.  97) 

hiani-.    .^--Electro-optical  systems  for  the  detection  of 
bjects  m  the  sky,  detection  of  material  moving  on  a  con- 
eyor  detection  of  the  presence  of  objects  moving  on  the 
round,  and  detection  of  objects  in  a  container,  fu  are 

BD?nv%f -^^  ^^r^^^  ^^  ^^  analogous  art,  and  such  systems 
Bploy  similar  elements  in  a  similar  relationship  for  a 

milar  purpose.  Further,  such  systems  are  related  by  the 
Kh?^^''S  °f  seeking  to  detect  an  object  having  distinct 

ght  or  dark  characteristics  in  a  background  of  different 
Lgnt  or  dark  characteristics.   (See  also  Finding  No.  10.) 

7.   Both  parties  have  properly  characterized  the 
cent  in  suit  as  a  combination  patent.   In  construing  the 

^K  N^^^'^^^E  ^^  ^^^"^  ^^  ^  ^hole  and  the  claims  interpreted 
^  the  light  of  the  specifications. 
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8.  The  evidence  establishes  and  the  Court  concludes 
that  each  element  of  the  patent  in  suit  is  anticipated  in 
prior  art  references  as  such  prior  art  is  defined  in 
Conclusions  5  and  6  hereof.   No  single  element  of  the  patent 
in  suit  constitutes  invention.   Scrutiny  of  combination 
claims  should  be  even  more  detailed  when,  as  with  the  patent 
in  suit,  the  old  elements  have  been  previously  employed  in 

a  similar  relationship  for  a  similar  purpose,  or  when  the 
elements  perform  the  same  function  in  combination  as  out  of  it 

9.  Even  if  all  the  claims  here  in  issue  disclosed 
the  combination  of  all  of  the  elements  of  the  alleged  inven- 
tion, each  of  such  claims  would  be  invalid  for  lack  of 
invention  over  the  prior  art  here  concerned.   "A  patent  for 
a  combination  which  only  unites  old  elements  with  no  change 
in  their  respective  functions,.  .  .obviously  withdraws 

what  already  is  known  into  the  field  of  its  monopoly  and 
diminishes  the  resources  available  to  skillful  men." 

Farr  Co.  v.  American  Air  Filter  Co.,  318  F.2d  500, 

503  (9th  Cir.  1963). 

10.  The  validity  of  the  '640  patent  depends  on  the 
disclosure  of  a  combination  that  "produces  in  some  way  or 
manner  a  surprising  or  unusual  result  which  would  not  have 
been  expected  by  a  person  having  ordinary  skill  in  the  art." 

Canadian  Ingersoll-Rand  Company  v.  Peterson  Products 

of  San  Mateo,  223  F.  Supp.  803,  808  (N.D.  Calif. 

1963). 

11.  No  claims  in  the  patent  are  so  broad  as  to 
purport  to  include  each  of  the  elements  of  the  combination 
that  the  defendant  contends  for  its  patent,  as  set  forth  in 
Finding  of  Fact  No.  4. 

12.  All  of  claims  7  to  15,  inclusive,  and  17  to  24, 
inclusive,  are  invalid  as  being  obvious  under  35  U.S.C.A. 
Section  103. 

13.  If  the  missile  and  star  tracking  field  cannot 
be  properly  considered  with  the  bottle  inspection  field  as  a 
single  art  of  detecting  objects  in  a  field  of  view  by  electro- 
optical  techniques,  the  system  disclosed  and  claimed  in  the 
'640  patent  constitutes  an  invention  over  the  prior  art 
relating  to  bottle  inspection,  and  the  patent  is  valid. 
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14.  On  each  of  plaintiff's  allegations,  the  Court 
concludes  that  the  defendant  has  not  practiced  a  fraud  on  the 
United  States  Patent  Office  in  its  prosecution  of  the  appli- 
cation for  the  patent  in  suit. 

15.  Plaintiff's  contention  that  the  claims  of  the 
patent  in  suit  must  fail  because  they  are  fatally  ambiguous, 
indistinct  and  indefinite  is  rejected.   Further,  the  Court 
concludes  that  the  description  contained  in  the  patent  in 
suit  is  sufficiently  clear  and  concise  to  enable  one  skilled 
in  the  art  to  construct  the  disclosure  thereof. 

16.  The  Court  concludes  that  the  patent  in  suit 
does  not  fail  for  improper  joinder  of  inventors.   Plaintiff 
has  failed  to  bring  forth  sufficient  evidence  tending  to 
show  that  Wyman  wais  not  a  proper  co-inventor  on  said  patent. 

17.  The  previously  stated  conclusions  of  the  Court 
with  respect  to  the  validity  of  the  patent  in  suit  preclude 
the  necessity  for  the  Court  to  rule  upon  plaintiff's  con- 
tentions that  claims  7  to  15,  inclusive,  and  17  to  24, 
inclusive,  are  invalid  because  they  were  filed  more  than  one 
year  after  public  use  began. 

18.  The  burden  of  proof  is  upon  the  one  asserting 
infringement  to  establish  the  infringement  of  a  patent  by  a 
proponderance  of  the  evidence. 

19.  Where  the  elements  of  the  patent  are  found  in 
various  prior  patents  in  the  same  art  field  of  interest, 

the  patent  will  be  construed  strictly  according  to  its  terms. 
The  terms  in  a  patent  must  be  strictly  construed  against  the 
patentee  in  determining  infringement.   Claims  must  be  con- 
strued not  only  in  the  light  of  the  specification  and  drawings, 
but  also  with  reference  to  the  file  history;  claims  must 
always  be  explained  by  and  read  in  conjunction  with,  the 
specification  and  in  the  light  of  definitions  and  admissions 
made  by  the  applicant  in  Patent  Office  proceedings. 

20.  In  order  for  a  patent  to  be  infringed,  each  and 
every  element  of  at  least  one  of  the  claims  of  the  patent 
must  find  its  counterpart  in  the  accused  device,  a  situation 
that  is  not  present  here  as  to  any  claim. 

21.  In  order  to  constitute  equivalency  of  devices, 
it  must  be  established  that  the  same  or  similar  functions 
are  performed  in  substantially  the  same  way  or  manner  or  by 
the  same,  or  substantially  the  same,  principle  or  mode  of 
operation.   Although  the  device  disclosed  in  the  '640  patent 
and  the  SME  devices  are  similar  from  the  standpoint  of 
result  (or  function)  (save  the  neck  detection  function  of 
the  SME  machines,  a  capability  not  achieved  by  defendant's 
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device),  they  are  dissimilar  as  to  the  means  of  achieving 
these  results  (or  performing  these  functions),  and  therefore 
are  not  equivalent. 

22.  An  invalid  patent  may  not  be  infringed,  and 
the  Court  accordingly  concludes  that  none  of  the  claims  here 
concerned  are  infringed  by  the  plaintiff's  machines.  More- 
over, even  if  the  patent  in  suit  \^ere  in  any  respect  to  be 
declared  valid,  the  Court  concludes  that  it  is  not  infringed, 
in  light  of  Conclusion  No.  20  hereof  and  Finding  of  Fact 

No.  22. 

23.  Plaintiff  is  entitled  to  a  declaratory  judgment 
on  its  Complaint  that  claims  7  to  15,  inclusive,  and  17  to 
24,  inclusive,  of  the  patent  in  suit  are  invalid  and  not 
infringed. 

24.  Plaintiff  is  further  entitled  to  a  judgment 
dismissing  defendant's  Counterclaim  and  awarding  costs  to 
plaintiff  for  the  portion  of  the  litigation  relating  to 
patent  validity  and  infringement.   Each  party  will  bear  its 
own  atttorney's  fees. 
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.  plaintiff's  exhibits 

laintiff  s  Exhibits 

1 

2 

3 

4 

5 

6 

7 

8 

9 
10 
11 
12 
13 
.14 
15 
16 
17 
18 
19 
20 
21 
22 


For  Identification 

In  Evidence 

119 

123 

119 

123 

129 

130 

185 

190 

195 

197 

258 

260 

274 

274 

276  ' 

276 

278 

278 

292 

292 

292 

292  , 

297 

297 

297 

297 

316 

317 

339 

341 

339 

341 

347 

349 

350 

351 

350 

351 

350 

351 

369 

370 

389 

390 

Laintiff's  Exhibits 

For  Identification 

In  Evidence 

23 

389 

390 

24 

393 

394 

25 

393 

'   394 

26 

398 

398 

27 

399 

399 

28 

401 

401 

29 

420 

421 

30 

423 

425 

31 

423 

425 

32 

426 

427 

33 

426 

427 

34 

506 

508 

35 

545 

546 

36 

545 

547  . 

37 

545 

563 

38 

545 

563 

39 

568 

^ 

40 

687 

688 

41 

690 

691 

42 

693 

693 

43 

693 

694 

44 

694 

696 

45 

701 

701 

46 

791 

704 

47 

704 

710 

ii 


aintiff  s  Ex 

hibits 

For  Identification 

1       In  Evidence 

48 

711 

711 

49 

712 

733 

50 

742 

51 

746 

750 

52 

823 

1612 

53 

861 

54 

926 

55 

947 

948 

56 

947 

948 

57 

947 

948 

58 

949 

953 

59 

954 

955 

60 

972 

1089 

61 

1058 

1561 

62 

1068 

63 

1084 

1084 

64 

1086 

'  1090 

65 

1094 

1466 

66 

"  1 

1106 

1106 

67 

1142 

1142 

68 

1161 

1162 

69 

1166 

1166 

70 

1375 

1397 

!     71 

1414 

1612 

72 

1415 

iii 


Laintiff's  Exhibits 

For   Identification 

In  Evidence 

73 

1416 

1491 

74 

1439,    1438 

1438 

75 

1441 

1455 

76 

1441 

1610 

77 

1449 

1452 

78 

1 

1463 

1465 

'          79 

1477 

1637 

80 

1490 

1491 

»       81 

1513 

1513 

82 

1550 

1550 

83 

1570 

1574 

84 

1575 

1575 

85 

1591 

1591 

86 

1600 

1609 

87 

1616 

1632 

88 

1633 

1633 

89 

1636 

1793 

90 

1642 

1642 

91 

1648 

1648 

92 

1655 

1660 

93 

1660 

1666 

94 

1666 

1673 

'             95 

1667 

1673 

96 

1673 

1677 

i. 

97 

1679 

1681 

IV 


aintiff  s  Ex 

hibits 

For  Identification 

In  Evidence 

98 

1681 

1684 

99 

1695 

1695 

100 

1926 

1926 

101 

1931 

1949 

102 

1932 

1971 

103 

1932 

1971 

104 

1949 

2159 

105 

1951 

2178 

106 

1971 

1984 

107 

1995 

2193 

108 

2010 

109 

,  * 

2085 

110 

2112 

111 

2131 

2151 

112 

2152 

2153 

113 

2152 

2153 

114 

2152 

2153 

115 

2152 

2153 

116 

2150 

117 

2177 

2178 

118 

2177 

2178 

119 

• 

2179 

2187 

120 

2193 

121 

2195 

2201 

122 

2201 

2203 

I.  defendant's  exhibits 


B 

c 

D 
E 
F 
G 
H 
I 
J 
K 
L 
M 
N 
0 
P 

Q 

R 
S 

T 

U 
V 

w 


For  Identification 

In  Evidence 

146 

147 

443 

447 

473 

478 

492 

493 

102 

108 

108 

108 

110 

110 

118 

118 

124 

124 

154 

154 

167 

167 

174 

174  , 

181 

181 

186 

186 

221 

221 

229 

231 

232 

242 

242 

242 

243 

245 

245 

247 

249 

251 

253 

253 

254 

254 

Vl 


efendant's   Exhibits 

X 

Y 

Z 
AA 
AB 
AC 
AD 
AE 
AF 
AG 
AH 
AI 
AJ 
AK 
AL 
AM 
AN 
AO 
A? 
AQ 
AR 
AS 
AT 
AU 


For  Identification 

In  Evidence 

258 

259 

260 

264 

269 

295 

298 

529 

337   . 

359 

360 

360 

360 

363 

668 

409 

429 

472 

480 

481 

486 

486 

490 

490 

492 

402 

493 

494 

494 

517 

523 

524 

524,  2354 

564 

565 

610 

618 

618 

1 

2353 

622 

622 

623 

623 

629 

629 

630 

631 

VLL 


efendant's  Exhibits       For  Identification       In  Evidence 

AV  631 

A\'l  641 

AX  651  661 

AY  669  672 

AZ  673  674 

BA  674  677 

BB  677  680 

BC  681  681 

BD  681              "    681 

BE  684  684 

BF  685  685 

BG  685  685 

BH  1008  1009 

BI  1021  1023,  1397 

BJ  to  BM,  incl.  1022  1023 

BN  to  BQ,  incl.  1025  1025 

BL  to  BQ  1312 

BR  1277  1312 

BS  1279  1312 

BT  1285  1312 

BU  1298  1312 

BV  1304  1312 

BW  1312  1322 

BX  1323  1334 

BY  1334  1611 

viii 


efendant's   Exhibits 

BZ 
CA 

CB 

cc 

CD 
CE 
CF 
CG 
CH 
CI 
CJ 
CK 
CL 
CM 
CN 
CO 
CP 
CQ 
CR 

cs 

CT 

cu 
cv 
cw 


For  Identification 

In  Evidence 

1702 

1703 

1703 

1704 

1704 

1706 

1708 

1708 

1709 

1709 

1710 

1711 

1712 

1758 

1712 

1758 

1718 

1758 

1722 

1758 

1750 

1758 

1758 

1760 

1760 

1777 

1809 

1820 

1837 

1848 

1847 

1859 

1859 

- 

1860 

2353 

1879 

2055 

2356 

2066 

2080 

2066 

2080 

2077 

2082 

2083 

IX 
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2226 
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CX 

2239 

CY 

2239 

2255 

CZ 

2255 

2273 

DA 

2291 

2294 

DB 

2293 

2356 

DC 

2331 

2331 

DD 

2361 

DE 

2397 
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APPENDIX  D 
Extract  of  Deposition  of  George  L.  N.  (Leo)  Meyer,  Sr . 
raken  December  18,  1965  (P.  31,  L.  13  through  P.  33,  L.  25) 

Now,  I  would  like  in  particular  to  call  your  attention  to 

Article  Roman  numeral  XIV,  and  ask  you,  sir,  how  the  vjording 

in  this  agreement  came  into  being.   That  is,  v?ho  presented 
■ 

it,  who  proposed  it,  as  it  evolved  in  your  negotiations  from 

June  of  1959  as  it  culminated  in  September  of  1959? 

Well,    I  vijould   say   that  during   the   negotiations   v</ith  Mr. 

Calhoun,  we  ran  into  a  stalemate,  neither  of  us  could  agree 

to  anything  the  other  wrote  as  a  final  agreement,  and  we  then 

called  in  Mr.  John  Michaels  of  Michaels,  Frederick  6c  Best, 

and  he  drew  up  the  agreement  that  v;as  sent  out  to  Calhoun 

and  to  his  attorneys,  I  think  which  were  Lyon  and  Lyon  at 

that  time,  and  most  of  the  v;ording  in  this  agreement  v;as 

Mr.  Michael's  vjords  and  thoughts. 

VJell,  Mr.  Michael,  of  course,  V7as  reflecting  the  agreement  or 

attempted  agreement  that  you  and  Mr.  Calhoun  had  been 

negotiating  between  yourselves,  isn't  that  correct? 

Yes. 

Now,  you  have  indicated  that  there  were  differences  of  opinion 

You  could  not  agree,  that  is  you  on  behalf  of  Meyer  Company 

and  I  assume  you  mean  Mr.  Calhoun  on  behalf  of  Industrial 

Dynamics,  is  that  right? 

Yes. 


You  presented  this  agreement,  it  was  prepared  on  your  behalf 
by  Mr.  Michaels? 
That's  correct. 

Nov;,  v^7as  this  disagreement  or  inability  to  reach  agreement 
related  in  any  v.'ay  to  the  agreement  not  to  compete  portion  of 
the  agreement? 

I  don't  think  that  neither  Calhoun  nor  myself  had  any  dis- 
agreement on  the  contract.   It  was  merely  the  wording  of  it 
we  couldn't  agree  with  it. 

That's  x-jhat  I  am  discussing.   Of  course,  I  am  asking  about  the 
wording  of  the  agreement  not  to  compete  portion  of  the  contract 
I  don't  think  so.  " 

You  don't  think  you  had  disagreement  on  that  portion? 
No. 

There  were  disagreements  on  the  wording  of  other  portions? 
Yes.   The  vjording  only.   I  think  generally  we  vjcre  in  agree- 
ment fairly  quickly,  but  we  couldn't  write  anything  down 
that  either  of  us  would  accept. 

Yes,  now,  V7ith  respect  to  the  wording  which  finally  evolved 
in  the  one  sentence  constitutes  Article  Roman  XIV  on  page  ten 
of  Plaintiff's  Exhibit  8,  will  you  tell  me,  sir,  if  this  word- 
ing as  you  understood  it  in  September  of  1959,  differed  in 
any  way  from  your  understanding  of  the  agreement  that  you 
wished  to  secure  from  Mr.  Calhoun  and  his  compan}'-  regarding 
the  subject  of  an  agreement  not  to  compete? 

•  • 
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Well,  I  think  this  is  an  agreement  not  to  compete  in  the 
bottle  inspecting  machine  as  cited  in  the  original  in  the 
document  here  as  the  definition  that  will  carry  through. 
In  other  words,  on  the  bottle  inspecting  machine  for 
ascertaining  dirt  in  the  bottle  coming  from  a  bottle  washer 
(Emphasis  added) 
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APPENDIX  E 
Extract  Of  Deposition  Of  Million  Shapiro 
Taken  May  4,  1966  (P.  25,  L.  19  through  P.  26,  L.  23) 

Do  you  recall  any  discussions  at  that  time  regarding  the 
relationship  of  the  companies,  IDC  and  Meyer,  that  would 
follow  subsequent  to  the  entry  into  a  contract  regarding 
the  right  of  IDC  to  compete  with  the  Meyer  Company? 
I  remember  generally  --  and  this  may  be  the  first  meeting  or 
the  second  meeting;  I  am  not  sure  Vv'hich  --  that  Meyer  did 
want  some  sort  of  protection  against  a  competing  machii-e  that 
IDC  might  come  up  V7ith.   Nov;,  how  they  worked  out  this  -~ 
there  v.'as  some  talk  about  v;hether  they  could  get  the  pro- 
tection, et  cetera,  but  quite  honestly  this  was  not  something 
I  was  concerned  about.   My  concern  was  that  if  the  deal  could 
be  made  and  made  favorably,  my  employers  v.'ould  not  only  get 
back  their  money  but  may  even  make  a  profit. 
As  best  you  can  recall,  v.'ill  you  state  for  us  what  it  was 
that  Mr.  Meyer  asked  for? 

I  can  only  sum  it  up  in  one  v;ord :   protection. 
ROSTON:   At  what  meeting? 
HORN:   Q.   Protection? 
Protection. 

Do  you  recall  the  statement  being  made  or  being  used  by  Mr. 
Meyer  such  as  an  agreement  not  to  compete? 


Those  V7ords  may  have  been  used.   I  am  not  sure  by  whom. 

It  may  have  been  either  by  Mr.  Meyer  or  by  Fred  or  by  both, 

or  by  somebody  else. 

What  did  you  understand  was  being  sought  in  this  connection 

by  Mr.  Meyer? 

I  think  what  he  was  seeking  v;as  protection  against  having 

Industrial  come  up  with  a  machine  that  would  knock  his 

machine  --  'his'  being  the  one  that  he  was  going  to  be 

taking  over  ••"  out  of  the  box.   (Emphasis  added) 
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APPENDIX  F 
Tabulation  Of  Cases  Addressing  Non-Compete 
Clauses  Similar  to  Article  XIV 


Clause 


Case 


11.  The  Licensee  covenants  and  agrees 
during  the  term  of  this  license  agree- 
ment not  to  manufacture  or  use  or  rent 
any  device  v^hich  will  be  in  competition 
with  the  device  or  devices  covered  by 
this  license  agreement. 

12.  The  licensor"  covenants  and 
agrees  that  during  the  term  of  this 
agreement,  not  to  manufacture,  sell, 
rent,  license,  use  or  in  any  v/ay  do 
business  with  the  device  or  devices 
covered  by  this  agreement. 
Toucbett  Pplaintiffj  agrees  to  be 
precluded  from  manufacturing  or 
selling  or  causing  the  manufacture 
or  sale  of  any  of  the  items  covered 
by  the  foregoing  patents  or  of  any 
paint  rollers  or  paint  tx:ays  substan- 
tially similar  to  the  items  covered 
by  said  patents  pxrovided  only  that 
Touchett  shall  be  entitled  to  manu- 
facture such  items  upon  request  and 
order  of  the  corporation. 


McCul lough  V. 
KamiT.erer  Corp.  , 
166  F.2d  759  (9th 
Circuit,  1948), 
cert,  denied, 
335  U.S.  813 
(1948) 


Touchett  V.  E  Z 
Paintr  Corp. ,  150 
F.Supp.  38-^  (E.D. 
Wis.  1957) 


The  licensees  further  agree  that  they 
will  not  directly  or  indirectly  enter 
into  the  leasing,  manufacture  or  sale 
of  any  devices  similar  to  the 
licensed  device  or  competitive  there- 
to so  long  as  they  operate  under  this 
license . 

It  is  understood  and  agreed  that  during 
the  term  of  this  agreement,  or  any 
extension  thereof,  Second  Part}'-  shall 
not  manufacture  or  distribute  in  the 
United  States  and  Canada  any  other 
safety  type  or  automatic  releasing  ski 
binding  other  than  that  manufactured  by 
First  Party,  together  with  any 
improvements  developed  by  First  Party 
and  approved  by  Second  Party., 
"Second  Party.  .  .further  agrees  not  to 

merchandise  or  offer  for  sale  any 

I 

I  merchandise  vjhich   could   be   competitive 

.with  any   of    the   articles,    items    or 

merchandise  manufactured   and/or 

distributed   by    the   First   Party    (Russel) 

v;ithout   the  vjritten-  approval   of   the 

First  Party." 


Chamber lin  v.  Clark 
Bros. ,  96  F.Supp. 
498  (S.D.  Cal. 
1951) 


Berlenbach  v.  /nder- 
son  and  Thompson  Ski 
Co.,  329  F.2d  782 
(9th  Circuit,  1964), 
cert,  denied,  379  U.S 

830  (1964) 


F.  C.  Russell  Co.  v. 
Consumers  Insulation 
Co.,  226  F.2d  373 
(3rd  Circuit,  1955) 
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"For  the  duration  of  this  contract, 

[Heckethorn]  agrees  not  to 
manufacture,  seli  or  dispose  of 
any  other  shock  absorber  which 
is  competitive  v?ith  the  shock 
absorber  covered  by  said  patents." 


Columbus  Automotive 
Corp.  V.  The  Qldberg 
Manufacturing  Co . , 
387  F.2d  643  (loth 
Circuit,  1958) 
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APPENDIX   G 

SUi#fARY   OF   CALHOUN'S    TESTIMONY   REGARDING  STRAINED 
CONSTRUCTIONS   ADOPTED  BY  MlilYER  AT   TRIAL   OF    IN- 
FRINGEMENT AND  VALIDITY   ISSUES    (RC   CIRCUITS   AS 
DIFFERENTIATORS) 

Meyer,    through    Calhoun's    testimony   at    the   trial, 
:empted   to  further  broaden   its    claim  through    a  strained 
istruction  by   contending   that: 

1.  The  RC  circuits    in    the    '640  patent   serve  a 
ifcrentiating   function    (i.e.,    change   the  waveshape  and 
IS   render   an   output  representative   of   the  slope   of  such 
/eshape) ;    this    in   order   to   interpret   the   claims    to  cover 

i  slope   detection    technique   of   the  SME  machine  as   V7ell   as 
:requency  selection    technique    taught   by    the    '640   patent. 

2.  The   RC   circuits    in    the    '640  patent   in   fact 

:ve   to  couple   and  not    differentiate,    and   the   Court   so   found. 
Lnding    of  Fact   No.    5(a),    R.    1940)      This   was    amply   supported 
the  evidence.       (Appellee's   Brief,    p.    21,    case  No.    22592-A) 
ipling   and   differentiating   functions    for   an    RC   circuit   are 
:ually   exclusive    (Griest  Tr.    2110). 

'  To    the  very  minor   extent    that   it   discussed  any   of 

iJ  RC  circuits    therein,    the    '640  patent  merely  states,    in 
Islng,    at   Col.    5,    line   5    that   such   serve   the  purpose   of 
■ipling   one   stage   to  another. 


references    herein    to   "Griest"    and   "Ryde"   are   to  Dr.    Pvaym.ond 
■ard  Griest   and  Mr.    John   L.    Ryde,    two   of  SME's    expert  wit- 
^ses. 


An  expert  analyzing  the  patent,  including  its  file 
;tory,  V70uld  conclude  that  the  RC  circuits  included  therein 
not  serve  as  differentiators,  but  rather  as  coupling  cir- 
.ts  (Gricst,  Tr.  2124  and  Ryde,  Tr.  1474)   Contrariwise, 
order  to  function  properly,  the  allegedly  infringing  machines 
[uire  RG  differentiating  circuits.   (Griest  at  Tr.  211U) 

3.  Calhoun  testified  on  deposition  (Ex.  71)  that  the 
circuits  in  the  '640  patent  served  a  coupling  function;   at 

:  trial  he  testified  that  they  served  a  differentiating  func- 
)n.   The  Trial  Court  stated  that  Calhoun  in  his  deposition 
tified  that  RC  circuits  in  the  ' o40  patent  serve  as  couplers 
;  at  the  trial  was  trying  to  twist  them  into  differentiators. 
.  2694) 

4.  VJilliams  in  his  deposition  in  evidence  (Ex.  71) 
o  testified  that  the  '640  patent  electronically  did  not 
iferentiate  ,  i.e.>employ  slope  detection, while  SME's 
bines  do  so  operate.   More  specifically,  Williams  at  page 

,  lines  10-26,  ansv/ered  as  follows: 

"Q  Is  it  your  understanding  that  the  SME 
system,  from  an  electronic  signal  processing 
point  of  view,  is  concerned  at  all  with  the 
shape  of  the  output  signal  as  opposed  to 
amplitude,  for  example? 

A.   It  is  my  understanding  that  the  SME  system 
is  concerned  V7ith  the  shape  of  the  detector 
output  signal,  in  that  the  amplifier  used  in 
the  SME  system,  as  I  understand  it,  has  a 
rising  amplitude  versus  frequency  characteris- 
tic or  from  the  time  domain  point  of  view  is 
essentially  a  differentiator. 

Q.   And  therefore  it  is  looking  at  the  rate  of 
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change  of  the  signal,  is  that  not  right,  of 
the  shape  of  the  signal? 

A.   Yes,  it  tends  to  do  this. 

Q.   Does  the  '640  system  do  this  xn   its  detection 
mechanism  electronically? 

A.   No." 

And  Ryde  at  Tr.    1687   and  Griest  at  Tr.    2098-2101 
Linilarly  testified. 

5.      For   the  RC  circuits (labeled  A,   B,    C,    E  &  E   in 
c.    73)    to  serve  as   differentiators   and   contribute   to  an 
Qportant   feature  of   the   operation   of   the    '640  patent,    it 
Duld  seem  that   they   ought   to  have  been   so  discussed  in   the 
atent.      But   in   fact   the   opposite   is    the   case.      The   only 
^stance  where   they  are   discussed   in   the  patent   is   at   column 
,   line  5  where   they  are  stated   to  serve  as    couplers.      So 
liraportant  were   these   RC  circuits    considered  by   the  inven- 
)rs ,    that   they  were  not  even   awarded  reference  numerals   in 
lie  specification   and  drawings    of   the  patent. 

Thus,    it  may  be  readily  seen   that  such   strained 
instructions   did  no  more  than  confuse  the  major  issues   before 
|e  Trial   Court  and  unduly  prolong  the  trial. 


11.1. 


APPENDIX  H 


SWMARY  OF  MEYER'S  TRIAL  DEMONSTP^TION  REGARDINC- 
THE  EQUIVALENCY  OF  ' o40  AND  SME  DETECTION  CIRCUITS 


At  the  trial,  Calhoun  demonstrated  an  alleged 
aulation  of  a  machine  corresponding  to  the  ' o40  patent 
i  the  SME  machine.   An  electronic  amplifier  (Ex.  AA)  v/as 
iroduced  into  evidence  and  testified  to  by  Calhoun  as 
.ng  representative  of  both  machines;  a  switch  was  provided 
have  it  v;ork  in  one  version  or  the  other  (Tr.  410)   Also 
:roduced  in  evidence  was  a  circuit  diagram  (Ex.  AF)  de~ 
:ting  the  circuitry  of  Ex.  AA. 

That  Ex.  AA  was  in  fact  representative  of  the  '640 
:hine  V7as  clearly  demonstrated  to  be  untrue  in  the  follow- 
l   three  respects  : 

1.   The  inductor,  or  coil,  equivalent  to  82  of 
^ure  4  of  the  '  b40  patent,  was  of  an  extremely  lov;  Q,  or 
ility;  it  being  approximately  0.44  instead  of  the  order  of 
jis  contemplated  by  the  patent.   Williams  testified  on  de- 
ition  that  a  Q  of  5  vjas  appropriate  for  the  coil  in  ac- 
;[dance  with  the  '640  patent.   (Williams  Depo.  ,  p.  129, 
I  810)   Ryde  Tr.  1631  and  Griest  Tr.  2114  also  so  testified. 


!i ■ 

eferences   herein    to   "Griest"    and   "Ryde"   are   to  Dr.    Raymond 
3ard  Griest   and  Mr.    John   L.    Ryde,    tvjo   of  SME's    expert  V7it- 

T 


^ses. 


2.  A   resistor  v^as   v/ired   in   parallel   across    the 
circuit    (comprising   a   capacitor   and  a   coil   ostensibly 
livalent   to   the  L  and   C,    numbered   80   and   82   in   Figure   4 
the    '640  patent)    and   this   resulted  in   sv^amping  whatever 
ling   effect   the  LC   circuit   in   Ex.    AF  might   otherwise  have 
I,    thus   des-troying   its    tuning   capacity    (Tr.    Ib21) . 

3.  Because   of   the  above,    the   test  performed  in 
;n   court  by   Calhoun    (Tr.    407)    gave   the   impression    that 

!  Ex.    AA   functioned   in   a   similar  manner   as    does    the  alleged- 
infringing  SME  machine  V7hdn   in   fact   it   did  not.      The   over- 
.  circuit   of    (Ex.    AF)   v/as   not   the  same   or   equivalent   to 
:'s   machine    (Tr.    2118). 

After    the   demonstration    of   Ex.    AA ,    SME  made  a   de- 
istration   of   its    ov7n    to  shov;  the  manner   in   v/hich   a   re- 
itor  used  across   an   LC   tuned  circuit   swamps    out   the   tuning 
:ect   of   such    ci7:cuit   beginning   at   Tr.    1600    (Ex,    86).      When 
le   testified  at  Tr.    1614   that   Ex.    AA  v;as   not   in   accordance 
b   the    '640  patent   and  explained  v/hy    (mentioning    the  p'ro- 
ion   of   the  swamping  resistor) ,    the  Trial   Court   on   its    o\m 
|ed  Ryde  v.^hy  he    thought    the   resistor   was    placed   there  by 
ler.      Mr.    Ryde   charitably   replied  at  Tr.    1623   that   an 

ifwer  v/ould  be   "pure  speculation"   and  said  further,    "I 

i 

illy   don't  understand   it." 
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A.    JURISDICTIONAL  STATEMENT 

Defendant  appeals  from  those  portions  of  the  Order  and 
Judgment  entered  in  Civil  Action  No.  64-1421-WPG  on  October  10, 
1967,  holding  Claims  7  to  I5,  inclusive,  and  Claims  I7  to  24, 
inclusive,  of  United  States  Letters  Patent  No.  3,133,640  invalid, 
and  not  infringed  by  the  making  and  selling  by  plaintiff  of  its 
Models  SME  303  and  SLII-TLIGHT  machines;   dismissing  defendant's 
counterclaim  against  plaintiff  for  infringement  of  said  claims 
of  said  patent;   and  avrarding  plaintiff  its  costs  incurred  in 
that  portion  of  the  trial  relating  to  the  issues  of  patent 
validity  and  infringement,  as  taxed  by  the  Clerk. 

The  Second  Amended  Complaint  alleged  Jurisdiction  of 
the  District  Court  over  the  second  claim  for  relief  therein; 
pleaded  under  §§  I338  and  2201  and  2202  of  the  Judicial  Code 
of  the  United  States  (Title  28,  U.S.  Code),  in  that  the  action 
was  for  declaratory  judgment  v.'ith  respect  to  the  validity  and 
alleged  infringement  and  non-enforceability  of  a  United  States 
patent  (R.  105-111).   Defendant's  counterclaim  for  infringement 
of  said  patent  No.  3,133,640  averred  jurisdiction  of  the  District 
Court  also  under  §  1338  of  Title  28  of  the  Judicial  Code 
(R.  154-158).   There  was  further  pleaded  by  plaintiff  in  the 
Second  Am.ended  Complaint,  as  a  first  claim  for  relief,  a  claim 
under  the  antitrust  laws  of  the  United  States  (R.  94-104),  and 
as  a  third  claim  for  relief,  a  claim  for  declaratory  judgment 
of  invalidity  and  non- infringement  of  another  patent 


(No.    3,08l,666)(R.    112-116).        The   latter  claim   for  relief  was 
subsequently  dismissed   by   stipulation   of  the  parties    ( R.    8lO); 
and   the  antitrust   claim  was   severed   by  Pre-Trial   Order  No.    1  and 
deferred   both   for  discovery  and    trial   until   after  the   trial   of 
the   second   claim  for  relief  involving   patent  No.    3,133,640 
(R.   836-837). 

The   issue  as   to  whether  defendant  had  misused   patent 
No.    3,133,640  v/as   tried    first   during   September  27,    28,    29   and   30, 
and   resulted   in  a  ruling   in  favor  of  defendant   (Tr.    *725-74l). 
Appropriate   findings   of   fact   and  conclusions   of  lav/  v/ere   signed 
by  the   Court   on  January  24,    I967   ( R.    I8l3-l837).        The   issues  of 
patent   validity  and   infringement   of  patent  No.    3,133,640  were 
tried   commencing  January  3,    I967  and   concluding  January   3I,    19^7 
(Tr.    I-25I5).        On  April   7,    I967,    the   District   Court   filed   a  memo- 
randum  of   its   tentative    conclusions    ( R.    1847-1851)   and    then  heard 
further  argument   of   counsel   on  April    I7,    I967,    with   respect   to 
such  tentative   conclusions    (Tr.    25l6-26l4) .        On  June   9,    I967, 
the   Court   filed   a   further  memorandum  of  its   conclusions   respect- 
ing the   issues  of  validity  and   infringement    (R.    I862-I867),    and 
heard   further  argument   of  counsel  with  respect   to  such  conslusions 
on  June   I6,    I967,    thereupon   indicating    its    final   conclusions 
orally   from  the  Bench    (Tr.    2683-2706).        Findings   of  Fact,    Con- 
clusions  of  Law  and   Order  and   Judgment    (the   latter  referencing   the 
Findings   of  Fact   and    Conclusions    of  Law  on  the  misuse    issue    signed 
January  24,    I967)   were  entered   October  10,    I967   ( R.    1938-1958). 

i*     The   page   references   are   to   the   patent   portion   of  the   trial; 
however,    the  page   references  with  an  asterisk  are   to  the 
misuse  portion  of  the   trial. 


Although  the  District  Court  in  its  October  10,  I967, 
order  and  judgment  did  not  thus  adjudicate  the  antitrust  claim 
for  relief  pleaded  in  the  Second  Amended  Complaint,  the  Court 
expressly  determined,  pursuant  to  Rule  5^(b)  of  the  Federal  Rules 
of  Civil  Procedure,  that  there  was  no  just  reason  for  delay  and 
expressly  directed  that  final  judgment  be  entered  upon  all 
severed  claims  theretofore  tried  by  the  Court  (R.  I959-I962). 
Jurisdiction  of  this  Court  of  Appeals  over  the  present  appeal  is, 
therefore,  predicated  upon  Section  I29I  of  the  Judicial  Code. 

Defendant's  notice  of  appeal  was  filed  November  6,  I967 
(R.  1963-1964). 

B.    STATEr^NT  OF  THE  CASE 

1.  The  Present  Action 

Plaintiff  commenced   the   present  action  for  declaratory 
judgment  of  patent   invalidity,    non- infringement  and  patent  misuse 
and  alleged  antitrust   violation  in  the  Fall   of  I965   shortly  after 
plaintiff  had   been  charged   by  defendant  with  infringement   of  the 
patent- in- suit   (Pltf.    Exh.    10).        Defendant   counterclaimed   for 
patent  infringement.        Defendant  is   the  assignee   of  that  patent 
pursuant  to   the   terms   of  an  Agreement  dated   September  21,    1959 
(Pltf.   Exh.    9      ). 

2.  The   Invention  of  the   Patent-in-Suit 

(a)      The   need   in  the  Bottling   Industry   for,    and   purpose 
of,    the   Invention  of  the   Patejit~in-Suit 

The   invention  of  the  patent-in-suit   is  entitled   in 

the  patent  as    "BOTTLE   INSPECTION  SYSTEM".        The   purpose   of  this 


"System"  is  to  detect  dirt  particles  or  foreign  objects  in  empty 
bottles  after  the  bottles  have  been  washed  in  a  bottling  plant 
and  are  moving  rapidly  toward  a  station  where  they  are  to  be 
filled  and  later  capped. 

By  1957,  with  the  automation  of  other  types  of  bottle 
handling  equipment,  including  washing  machines,  conveyors, 
fillers,  cappers  etc.,  bottles  were  being  moved  in  their  process- 
ing lines  at  from  100  to  6OO  per  minute  (Tr.  127).   Such  auto- 
mation, however,  presented  a  serious  problem  in  the  necessity 
for  properly  inspecting  the  washed  bottles  prior  to  filling 
(Tr.  127,  907-908).   Although  certain  machines  had  been  on  the 
market,  they  were  not  widely  employed,  nor  were  they  highly 
thought  of  by  such  large  bottlers  as  the  Coca  Cola  Company 
(Tr.  908).   The  generally  accepted  way  of  accomplishing  the 
inspection  of  empty  bottles  was  by  human  visual  inspection 
(Tr.  127,  907-908).   But  even  when  the  inspection  was  divided 
between  two  persons,  it  was  difficult  for  human  beings  visually 
to  check  bottles  passing  along  a  line  at  600  per  minute  (10 
bottles  a  second )(Tr.  907-908).   Such  visual  inspection  could 
hardly  be  expected  to  catch  bottles  with  relatively  small 
particles,  as  for  example  particles  as  small  as  one-eighth  of 
an  inch  in  diameter  (Tr.  127). 

The  only  machines  for  inspecting  empty  bottles  on  the 
market  in  1957  were  the  Mayer  Twin-Beam  machine  and  another 
machine  knovm  as  the  "Photoelim"  (Tr.*172-173; *251-252;  618-622; 
Exh.  1-2).  .  Both  of  these  machines  were  direct  current  (DC) 


machines  the  operation  and  limitations  of  which  will  be  discussed 
infra  pages  I6-I9. 

There  was  also  a  full  bottle  inspection  machine  offered 
by  the  Radio  Corporation  of  America,  but  this  full  bottle 
inspection  machine  spun  the  full  bottle  so  as  to  circulate  its 
contents  (Tr.  613),  an  operation  which  could  not  physically  be 
perfonned  at  rates  even  approaching  10  bottles  a  second  without 
shattering  the  bottles.   Further  disadvantages  were  that  the 
bottle  was  inspected  only  after  having  been  filled  and  that 
particles  stuck  to  the  bottom  of  the  bottles  would  not  be 
detected  (Tr.  615)  and  floating  objects  would  not  be  detected. 

Thus,  in  1957  there  existed  an  unfilled  need,  in  the 
vast  bottling  industry  in  this  country,  for  a  device  which  could 
rapidly  and  effectively  inspect  bottles  moving  at  a  high  rate 
of  speed  along  a  conveyor  line  after  washing  and  before  filling 
of  the  bottles. 

In  his  Findings  of  Fact,  the  District  Court  stated: 
"The  need  for  a  satisfactory  machine  for 

Inspecting  empty  bottles  for  foreign  particles 

existed  for  a  considerable  period  of  time  before 

the  invention  of  the  embodiment  of  the  '640  patent." 

(Finding  No.  12(b);   R.  19^3). 

( b )  The  Machines  in  Use  Today 

When  the  patent  portion  of  this  action  was  tried  in 
January  I967,  thei^e  were  three  types  of  bottle  inspection  machines 


on  the  market   and  widely   used    in   the   bottling   industry   in   the 
United    States    (Tr.    *118).        These   three  machines  were: 

(1)  The   Meyer  Mark  IV  machine  which   originated 
with   the   three    joint    inventors   of  the   patent-in-suit 
(Tr.    263-269,    2352,    *l8l).        The   Meyer  Mark  IV  machine 
incorporates   the   features   of  the   patent-in-suit 

(Tr.   472-480). 

(2)  The  Barry-Wehmiller  machine,  which  was 
devised  by  James  H.  Wyman^  one  of  the  three  inventors 
of  the  patent-in-suit,  after  he  terminated  his  associa- 
tion v/ith  the  company  founded  by  the  three  inventors 
(Tr.  ^169).    The  Barry-Wehmiller  machine  employed  the 
same  concepts  as  the  '640  patent  (Tr.  624-630);   and 

(3)  The  San  Marino  machine  v/hich  is  charged  to 
infringe  and  v;as  devised  by  Robert  Husome  --  who  had 
worked  for  Wyman  V7hen  the  latter  was  perfecting  the 
Barry-Wehmiller  machine  --  after  Husome  terminated  his 
association  with  VJyman  (Tr.  *114-117,  *137). 

These  three  types  of  machines  have  almost  completely 
supplanted  all  other  empty  bottle  inspection  machines  which  have 
ever  been  marketed  in  this  country  (Tr.  *118,  903-910). 

In  this  connection  the  District  Court  found  as  follov/s 
in  Findings  12(c)  and  12(d): 

"The  invention  of  the  '640  patent  has  enjoyed  con- 
siderable commercial  success. 


"For  all  practical  purposes,  the  only  machines  now 
being  sold  in  the  United  States  for  inspecting  empty 
bottles  for  foreign  particles  are  those  being  manufactured 
by  the  defendant,  the  plaintiff,  and  the  Barry-VJehmiller  Co. 
The  machine  being  manufactured  by  Barry-V/ehmiller  Co.  was 
developed  by  V/yman,  one  of  the  inventors  of  the  '640 
patent,  and  Husome,  president  of  plaintiff  and  the  person 
who  developed  plaintiff's  machine."  ( R.  1943) 

(c)   The  Embodiment  of  the  Invention  (Bottle 
Inspection  System)  disclosed  in  the 
Patent- in- Suit 

Figure  1  of  the  patent  (Exh.  10)  shoves  a  block  diagram 

of  the  entire  system  (Tr.  295).   This  is  reproduced  belov/  for 

the  convenience  of  the  Court: 
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A  bottle   designated   as   10  is   shown  at  a  particular  instant  when 
it  is  essentially   centered   in  the   inspection  zone   (Tr.    296).      A 
light  source   or  lamp  20  is  disposed   below  and   centered  v;ith 
respect   to  the   bottle    (Tr.   296).        An  opal  glass  diffuser  22 
is  disposed  directly  beneath  the  bottle   and  between  the   bottle 
and  the   light   source    (Tr.    296).        Directly  above   the  bottle   is   a 
lens  28  which  is   used   primarily  to  focus   the   image   of  the  bottom 
of  the  bottle   on  a  reticle   30;      and   directly  above   the   reticle   30 
is  a  photocell  24  (Tr.    296).        The   reticle   is   a  disc  which,    in 
the  Figure   2  embodiment,    is   constructed   with  a  series   of  alter- 
nate  opaque   and   translucent   pie-shaped  areas.        In  the  embodiment 
shovm  in  Figure   1,    both  the   reticle   and   the   lens  are  mounted 
within  a  cylinder  which  is   rotated  by  a  motor  36  and  pulley  38 
(Tr.   296). 

A  physical   embodiment  of  the   thus   illustrated  mechanical 
set-up  of  the   patent  was   introduced   in  the   form  of  Plaintiff's 
Exhibit  AA   (Tr.    298).        Exhibit   AA  differs    in  that   the   lens   is 
not  spun  vrith  the   reticle,    but  this  does   not   affect   the   optical 
qualities   of  the   lens   or  affect   the   operation  of  the   system 
(Tr.   297). 

In  Figure   1   of  the    '640   patent-in-suit,    the  light 
source   (including  the   opal  glass),    the   center  of  rotation  of  the 
reticle  and  center  of  the   photocell  are  all  located   on  a  common 
axis   (Tr.    300 ) .        Because   of  this,    the   optical   system  in  the    «64o 
patent  may  be  considered  as  a    "centered   optical   system". 


The  system  is  triggered  by  an  electronic  process  for 
inspection  v/hen  the  bottle  becomes  disposed  in  the  correct 
position  to  initiate  its  examination  (Col.  2,  lines  64-71  of 
Exh.  10  and  Tr.  300).   This  correct  position  of  the  bottle 
occurs  when  the  center  of  the  bottle  has  been  conveyed  to  a 
position  a  relatively  short  distance,  such  as  approximately  one- 
sixteenth  inch,  in  front  of  the  center  line  extending  through 
the  centers  of  the  light  source  20,  the  lens  28  and  the  reticle 
30  (Tr.  300-301).   The  exctmination  of  the  bottle  continues 
through  the  period  of  time  during  which  the  center  of  the  bottle 
is  being  conveyed  to  a  relatively  short  distance,  such  as  approxi- 
mately one-sixteenth  inch,  beyond  the  center  line  extending  through 
the  centers  of  the  light  source  22,  the  lens  28  and  the  reticle  30 
(Tr.  300).   It  is  one  of  the  features  of  this  type  of  scanning 
device  that  the  bottle  does  not  have  to  be  exactly  centered  at  all 
times,  since  the  scanning  device  does  not  introduce  an  extraneous 
signal  if  the  bottle  is  slightly  off-center  (Tr.  301).   The 
number  of  revolutions  the  reticle  makes  during  the  movement  of 
the  bottle  through  the  inspection  zone  depends  upon  the  speed 
at  which  the  bottles  are  moved  along  the  line;   the  reticle 
should  make  at  least  one  complete  revolution  v:hile  the  bottle  is 
in  the  inspection  zone,  so  the  system  is  designed  to  provide 
for  at  least  one  revolution  of  the  disc  on  the  high  speed  lines, 
e.g.  600-700  per  minute;   but  on  a  slovr  line,  during  the  same 
period  of  movement,  it  may  scan  four  or  five  times  (Tr.  301-302). 


When  the  bottle  is  clean,  the  spinning  of  the  reticle 
produces  no  change  in  the  total  amount  of  light  which  passes  to 
the  photocell  through  the  bottle  and  reticle  (Tr.  280-286, 
411-417  and  Exh.  Z) .   However,  should  a  foreign  particle  appear 
in  the  bottle,  the  covering  and  uncovering  of  the  particle  by 
each  opaque  segment  of  the  reticle  will  result  in  the  production 
of  variations  in  the  amount  of  light  reaching  the  photocell  at 
progressive  instants  of  time  (Tr.  I57-I71,  292-294).   These 
variations  result  because  the  total  amount  of  light  passing 
through  the  reticle  to  the  photocell  remains  a  maximum  when  the 
particle  is  so  disposed  that  it  does  not  block  the  passage  of  any 
light  through  the  translucent  segments  of  the  reticle  (Tr.  I57- 
171).   Hov^ever,  the  amount  of  light  passing  through  the  trans- 
lucent segments  decreases  from  this  maximum  when  the  reticle 
rotates  to  a  position  where  the  particle  blocks  the  passage  of 
light  through  the  translucent  segments  of  the  reticle  (Tr.  157- 
171). 

The  variations  in  the  amount  of  light  reaching  the 
photocell  cause  the  photocell  to  produce  an  alternating  current 
electrical  signal  or  pulse  with  characteristics  corresponding  to 
the  characteristics  of  the  light  variations  (Tr.  I57-I91). 
Alternating  current  (AC)  may  be  defined  as  a  flow  of  electricity 
which  reaches  a  maximum  in  one  direction,  decreases  to  zero,  then 
reverses  itself  and  reaches  maximum  in  the  opposite  direction, 
with  the  cycle  repeated  continuously  (Tr.  133).   However,  there 
are  many  forms  of  AC;   when  people  speak  of  AC,  they  usually 


refer  to  vraveforms  that  fluctuate  as  a  function  of  time  (Tr.  136) 
to  distinguish  the  steady  state  (or  dc)  signal.    The  number  of 
cycles  of  fluctuation  per  second  is  called  the  frequency 
(Tr.  133).    AC  is  a  term  that  is  used  rather  loosely  in  the 
electronics  industry  (Tr.  135)-    Among  the  AC  waveforms  are 
square  or  rectangular  via.ves,    sine  waves  and  pulse  trains 
(Tr.  137,  1^7;   Pltf.  Exh.  E).   An  alternating  current  pulse  is 
an  alternating  current  V7ave  of  brief  duration  (Tr.  138-l4o).   A 
pulse  is  a  particular  form  of  alternating  signal  and  is  usually 
differentiated  from  a  continuous  alternating  signal  in  not 
occurring  as  often  or  repetitively  (Tr.  139).   A  pulse  is  made 
up  of  alternating  currents  (Tr.  I52)  of  different  frequencies 
and  can  be  synthesized  from  AC  components  or  alternating  sine 
waves  (Tr.  I52)  of  different  frequencies.   It  is  a  special 
form  of  alternating  current  (Tr.  I80). 

The  alternating  current  signal  or  pulse  produced  by 
the  photocell  has  a  fundamental  frequency  detennined  by  the  speed 
of  rotation  of  the  reticle  times  the  number  of  opaque  segments 
(or  spokes)  in  the  reticle  (Tr.  2383-2384).    However,  the 
alternating  current  signal  or  pulse  also  has  other  frequencies 
dependent  upon  the  characteristics  of  the  particle  (Tr.  I9O-I98). 
These  other  frequencies  are  integral  multiples  of  the  fundamental 
frequency  (Tr.  I9O-I98). 

The  system  of  the  '640  patent  essentially  picks  up  the 
alternating  current  signal  or  pulse  produced  by  the  reticle 


passing  over  the  image  of  the  particle,  which  signal  or  pulse 
may  be  quite  small  in  amplitude  or  intensity.   The  system  then 
amplifies  that  signal  by  electronic  techniques  while  simulta- 
neously attenuating  what  would  otherwise  be  interfering  alterna- 
ting current  signals  or  pulses  of  different  frequency  character- 
istics (and  of  much  greater  initial  amplitude  than  the  particle- 
indicating  signal  or  pulse)  (Tr.  221-225,  306).   These  inter- 
fering signals  or  pulses  may  be  produced  by  the  edge  of  the 
bottle,  stippling  and  lettering  in  the  bottle  bottom  and  other 
causes  not  related  to  the  presence  of  the  foreign  particle  in 
the  bottle.   Some  of  the  interfering  signals,  and  particiiarly 
the  signals  representing  edge  effects,  have  magnitudes  consider- 
ably in  excess  of  the  magnitudes  of  the  signals  produced  by  the 
particles  in  the  bottoms  of  the  bottles  so  as  to  mask  or  obscure 
the  signals  produced  by  the  particles  at  the  bottom  of  the 
bottle  (Tr.  199-207,  498-499,  2375-2379).   The  edge  effects 
produce  signal  components  with  frequencies  below  those  produced 
by  the  particles  in  the  bottom  of  the  bottle  (Tr.  2375-2379), 
and  the  signal  components  representing  stippling  and  lettering 
at  the  bottom  of  the  bottle  have  frequencies  above  those  pro- 
duced by  the  particles  in  the  bottom  of  the  bottle  (Tr.  II7O-II7I, 
I885-I887).   The  operation  of  the  reticle  to  produce,  during 
rotation  of  the  reticle,  signals  having  different  frequencies 
^presentative  of  particles  in  the  bottom  of  the  bottle,  edge 
and  other  effects  in  the  bottle  and  stippling  and  lettering  at 


the  bottom  of  the  bottle  is  known  as  "spatial  filtering" 

(Tr.  2375-2379). 

In  addition  to  utilizing  the  thus-produced  alternating 

current  or  pulsed  signals,  the  patented  system  also  responds 

to  changes  in  the  direct  current  output  of  the  photocell  in  the 

following  manner: 

The  overall  intensity  of  the  light  passing  through 
the  bottle  to  the  photocell  is  dependent  upon  the  trans- 
lucent characteristics  of  the  bottle  (Tr.  289-295).   Thus, 
a  clean  transparent  bottle  passes  the  maximum  amount  of 
light  through  the  spanning  reticle  to  the  photocell  so 
that  the  photocell  produces  its  highest  direct  current 
(DC)  signal  (Tr.  289-295).   With  relatively  opaque 
bottles  or  generally  dirty  bottles,  the  intensity  of  the 
light  reaching  the  photocell  decreases  so  that  a  direct 
current  signal  or  decreased  amplitude  appears  at  the 
output  of  the  photocell  (Tr.  289-295).    Similarly,  when 
a  large  particle  such  as  a  cigar  butt  covers  a  sub- 
stantial portion  of  the  bottom  of  the  bottle,  the 
intensity  of  the  light  reaching  the  photocell  (and 
its  DC  output  voltage)  decreases  substantially  (Tr. 
199-207).    The  overall  intensity  of  the  light  reaching 
the  photocell  (and  DC  output  voltage)  remains  sub- 
stantially constant  at  one  level  during  each  re- 
volution of  the  reticle  for  a  bottle  of  a  particular 
opacity  or  at  a  second  level  for  a  generally  dirty 
bottle  or  at  a  third  level  for  a  bottle  with  a  large 


particle  in  it.   In  this  way,  the  substantially  con- 
stant light  intensity  for  each  individual  bottle  can 
be  measured  to  detennine  whether  the  bottle  is  opaque 
or  has  large  particles  in  the  bottom  of  the  bottle. 

Electronic  circuitry  is  provided  in  the  '640  system 
for  separating  the  alternating  current  signals  from  the  direct 
current  signals  and  for  individually  processing  the  alterna- 
ting current  signals  and  the  direct  current  signals  (Tr.  304- 
3l4).   For  example,  the  alternating  current  signals  and  the 
direct  current  signals  from  the  photocell  24  are  amplified  by 
the  amplifier  46  (Tr.  304).   The  direct  current  signals  trigger 
a  bottle  rejection  mechanism  when  the  direct  current  signal  is 
less  than  a  particular  value,  thus  indicating  that  the  bottle 
being  inspected  is  undesirably  opaque  or  that  there  is  a  large 
particle  in  the  bottom  of  the  bottle  (Tr.  308). 

The  alternating  currents  produced  by  the  photocell  46 
are  passed  through  the  amplifier  50  only  during  the  inspection 
period  described  above  (Tr.  3o4-3l4) .   This  amplifier  50 
operates  as  an  electronic  filter  to  pass  only  the  signals  at 
the  frequencies  representing  the  particles  and  attenuate  the 
signals  at  all  other  frequencies  (Tr.  306).   In  other  words, 
the  amplifier  50  discriminates  the  signals  representing  the 
particles  from  the  signals  representing  undesirable  effects 
which  cloud  the  effects  of  the  particles.    If  the  signals  at 
the  frequencies  representing  the  particles  have  an  amplitude 


greater  than  a  particular  value,  the  signals  are  detected  by  the 
circuit  52  so  as  to  trigger  a  bottle  rejection  mechanisni  56 
(Tr.  307-303).   This  enables  the  plun-ger  5S  to  push  the  bottle 
from  the  conveyor  into  a  reject  slide. 

The  use  of  a  centered  optical  syste-  to  provide  spat.ial 
filtering  and  the  use  of  electronic  circuitry  to  provide 
electronic  filtering  constitute  the  basic  concept  of  the  '6^0 
patent.   By  providing  such  a  combination  of  features^  the 
'640  patent  constitutes  the  first  systen  for  detecting  small 
particles  in  bottles  whiile  scanning  the  entire  bottcr.  of  the 
bottle. 

3,   How  the  Invention  of  the  Patent-in-Suit  v:as  r.ade 
For  several  years  prior  to  1955,  Fredrick  L.  Calhoun, 
Janes  Wyman  and  Donald  Williams  had  been  workir^g  in  the  Systems 
Analysis  Department  of  the  Guided  Missile  Division  of  Hughes 
Aircraft  Company  (Tr.  99,*171)  where  they  had  become  acquainted 
with  each  other  (Tr.  99).   Each  of  them  had  his  ow^n  "home" 
type  project  and  seme  equipment  (Tr.*171).    In  1957  they 
decided  to  pool  their  resources,  form,  a  legal  entity  and  buy 
some  equipm.ent  with  which  to  experiment  (Tr.*171).    The  legal 
entity  so  formed  v.'as  a  corporation  by  the  name  of  Industrial 
Dynamiics  Corp.  (Tr.*171). 

In  1955  v;ym.an  had  been  at  Western  Research  doin^g  some 
work  with  a  group  for  the  dairy  industr;/  (Tr.*172).   One  of 
the  members  v;as  president  of  Adohr  Milk  Fams  and  he  had  told 


Wyman  about  problems  with  foreign  objects  in  milk  bottles 
(Tr.*172).   However,  Wyman  did  nothing  further  about  bottle 
inspection  until  it  was  discussed  again  by  his  friend  in  1957. 
After  this  discussion,  work  was  begun  by  Wyman  and  Calhoun  on  a 
machine  to  look  for  foreign  objects  in  milk  bottles  (Tr.*172). 

According  to  Calhoun,  Wyman  asked  Calhoun  if  he  could 
design  and  make  a  device  that  v;ould  detect  foreign  ingredients 
in  bottles  (Tr.  99).    Shortly  after  Wyman  and  Calhoun  began 
this  project,  Williams  was  asked  to  join  in  the  venture  and  did 
so  (Tr.  99-100). 

Calhoun,  Williams  and  Wyman  first  had  an  inexpensive 
patent  search  conducted  in  the  Fall  of  1957  by  the  patent  firm 
of  Smyth  &  Roston,  and  acquired  and  studied  a  group  of  30  or 
40  patents  on  bottle  inspectors  (Tr.*173;   235-236).   Work  was 
commenced  to  ascertain  whether  a  device  could  be  constructed 
which  vrould  be  able  to  detect  something  the  size  of  a  nickle  or 
penny  in  the  bottle  (Tr.  100).   At  that  time  Wyman  and  Calhoun 
were  av/are  of  the  fact  that  the  Mayer  Twin-Beam  machine 
(Tr.*172-173;*'25l)  was  on  the  market.    Calhoun  had  also 
received  literature  on  the  "Photoelim"  empty  bottle  inspector 
(Tr.*251-252). 

The  first  means  devised  by  the  three  associates  to 
inspect  an  empty  bottle  were  very  crude  (Tr.  100-101).   This 
crude  means  comprised  what  is  commonly  referred  to  as  a  DC 
system,  or  average  light  system  (Tr.  101).   The  three  associates 
attempted  to  measure  by  photoelectric  techniques  the  average 


light  that  passed  through  a  bottle  when  a  light  source  was 
placed  underneath  that  bottle,  and  to  see  if  this  average  light 
varied  from  bottle  to  bottle  (Tr.  101).   As  Calhoun  described 
it:  They  used  a  lamp  underneath  the  bottle  and  an  opal  glass  to 
diffuse  the  light  so  that  the  light  would  be  uniform  close  to  the 
bottle;   the  light  passed  up  through  the  neck  of  the  bottle,  and 
above  the  bottle  they  located  a  photocell  to  receive  the  light 
(Tr.  112-113;  Plft.  Exh.  H) .   The  photocell  converted  the 
received  light  into  an  electrical  signal  having  characteristics 
representative  of  the  light  (Tr.  113).   As  the  intensity  of  the 
light  changed,  so  did  the  signal  on  the  photocell  (Tr.  113). 
The  photocell  was  connected  to  a  DC  amplifier  and  the  latter  was 
monitored  (Tr.  113-114).   If  an  object  large  enough  to  block 
a  substantial  portion  of  the  light  was  placed  in  the  bottle,  a 
reduced  intensity  of  light  reached  the  photocell  and  the  DC  value 
changed  (Tr.  Il4)  sufficiently  to  cause  the  bottle  to  be  rejected. 

The  difficulty  vjith  such  a  system  is  that  one  could 
sample  only  the  average  light  passing  through  the  bottle  and 
measure  its  absolute  value  (Tr.  115).   Hence  if  the  variations 
in  the  light  passage  due  to  a  change  in  the  color  of  the  bottle 
was  as  great  as,  or  greater  than,  the  variation  in  light  passage 
caused  by  the  presence  of  a  particle  in  the  bottle,  the  DC 
system  would  not  detect  the  particle  (Tr.  II5-II8).   This 
observation  v;as  confirmed  by  tests  run  in  the  Industrial 
Dynajnics  Corporation  plant  (Tr.  II8). 


The  three  associates  engaged  in  various  attempts  to 
perfect  this  DC  system.    For  example,  they  divided  the  bottom 
of  the  bottle  into  discrete  sectors,  each  with  its  own  photocell; 
they  also  inserted  the  photocell  into  the  bottle;   and  they  used 
different  light  sources  to  increase  the  sensitivity  of  the  system 
(Tr.  119-120).   These  efforts  consumed  three  or  four  months 
(Tr.  120).   Hov;ever,  they  were  never  able  to  obtain  a  DC  system 
that  v;ould  reliably  detect  small  objects  in  a  bottle  (Tr.  120). 

Through  Wyman's  friendship  with  the  owner  of  Adohr 
Dairy  Fanns  in  Los  Angeles,  the  first  unit  which  the  three  Joint 
inventors  made  was  tested  in  the  Adohr  Dairy  (Tr.  124).   After 
exhaustive  tests  had  been  conducted  on  the  DC  method,  Wyman, 
Williams  and  Calhoun  had  a  long  meeting  to  discuss  six  or  seven 
other  possible  inspection  techniques  that  could  be  used,  all  of 
which  were  alternating  current  (or  AC)  techniques  (Tr.  132). 

Once  they  found  that  the  DC  type  system  would  not  be 
useful  for  empty  bottle  inspection,  Calhoun,  Williams  and  Wyman 
considered  various  types  of  scanning  techniques  (Tr.  232)  to  be 
used  v:ith  an  AC  system.   As  Dr.  Greist  testified,  the  number  of 
different  scanning  systems  that  could  be  used  was  countless 
(Tr.   2307    ).   At  that  time  there  v;ere  many  systems  that  had 
been  used  and  were  being  used  in  fields  other  than  bottle  inspec- 
tion systems,  and  the  three  associates  examined  each  one  to  try 
to  determine  which  would  be  best  suited  for  empty  bottle  inspec- 
tion (Tr.  232).   Among  the  scanning  techniques  so  considered 
were  the  following: 

a.   Raster  Scan  -  This  is  the  type  of  scan  which 


occurs  in  television  sets  where  the  scanning  is  accomplished  by  an 
electronic  beam  moved  in  a  series  of  parallel  straight  horizontal 
lines  each  disposed  slightly  below  the  previous  one  (Tr.  232-235; 
Exhs.  Q  and  S).   The  difficulty  with  using  this  type  of  scan  is 
not  obvious  at  first;   but,  when  one  superimposes  the  raster  scan 
over  a  round  bottle,  the  scanner  cannot  differentiate  between  dark- 
ness caused  by  a  particle  and  that  caused  by  the  scanner  passing 
over  the  edge  of  the  bottle  (Tr.  234-235).   Further,  this  type  of 
scanning  has  no  ability  to  produce  any  particular  type  of  pulses 
to  enable  one  to  obtain  frequency  discrimination  between  the 
signals  produced  by  the  particles  and  the  signals  produced  by  the 
edge  of  the  bottle  and  lettering  at  the  bottom  of  the  bottle 
(Tr.  235).   Hence  this  type  of  system  was  discarded  (Tr.  235).   A 
raster  type  of  scan  was  disclosed  in  some  of  the  patents  which  the 
three  Joint  inventors  received  in  the  patent  search  conducted  in 
the  Fall  of  1957,  including  at  least  one  patent  issued  to  Mr. 
Stoate  (Tr.  236),  one  of  plaintiff's  principal  witnesses. 

b.   Spiral  Scan  -  This  system  is  used  in  many  applica- 
tions, particularly  in  radar  and  other  applications  where  one 
applies  the  signal  to  a  round-type  screen.   Passage  of  a  small 
light  spot  is  started  on  one  edge  of  a  disc  and  is  moved  in  a 
circular  pattern  and  invrardly  to  produce  a  spiral  pattern;   or 
conversely,  the  scan  may  be  started  at  the  center  and  spiralled 
outwardly  (Tr.  236,  Exhs.  Q  and  T).    As  with  a  raster  scan,  this 
type  of  scanning  does  not  provide  the  characteristic  of  spatial 
filtering  (Tr.  237-244)  such  that  the  signal  components  represent- 
ing the  particle  can  become  separated  in  frequency  from  the  signal 


components  representing  undesirable  effects  such  as  the  edge  of 
the  bottle  and  the  lettering  at  the  bottom  of  the  bottle.   The 
spiral  system  was  therefore  also  discarded  (Tr.  237).   Although 
Calhoun  was  not  certain  that  this  spiral  system  was  disclosed  in 
any  of  the  patents  which  he  had  received  in  the  patent  search,  he 
was  familiar  with  it  from  v;orking  vrith  radar  and  television 
(Tr.  238-239). 

c.   Light  Chopper  -  This  system  employs  a  reticle 
similar  to  that  shovm  in  the  patent-ln-suit,  but  it  is  not 
centered  on  the  field  to  be  inspected  and  is  not  practical  for 
application  to  inspecting  empty  bottles  (Tr.  239,  250,  Exhs.  Q 
and  U) . 

After  evaluating  every  scanning  system  that  they  could 
think  of,  the  three  inventors  came  up  with  the  centered  optical 
scanning  system  (Tr.  240;   Exhs.  Q  and  V)  which  fonns  a  part  of 
the  '64o  patent.   Calhoun  admitted  that  the  centered  reticle 
itself  is  not  a  new  device,  having  been  used  in  other  fields;   but 
he  asserted  that  it  was  certainly  nev/  in  the  field  of  empty  bottle 
inspection,  particularly  the  way  they  used  it  in  combination  with 
their  amplifying  system  (Tr.  24l).   At  the  time  that  Calhoun 
received  the  patents  in  the  patent  search,  he  stated  he  could  not 
construe  or  could  not  even  put  together  any  centered  reticle  system 
out  of  all  the  patents  he  had  found;   he  knew  of  centered  reticle 
system  in  other  applications  (Tr.  253)  (e.g.  in  missile  and  star 
tracking  at  Hughes)  but  he  did  not  find  a  patent  that  suggested 
the  use  of  such  a  device  for  a  bottle  inspector  (Tr.  253). 


In  working  with  the  centered  reticle,  the  three  joint 
inventors  tried  a  number  of  different  types  of  reticles  (Tr.  262). 
After  the  centered  reticle  system  was  suggested,  it  took  several 
months  to  provide  a  system  that  would  operate  successfully  and 
give  any  type  of  indication  of  a  particle  in  the  bottle  (Tr.  266). 
The  first  centered  reticle  system  made  by  the  joint  inventors  did 
not  work  at  all(Tr.  266)  in  that  at  first  there  were  a  consider- 
able number  of  extraneous  modulations  within  the  scanning  system 
itself  -  extraneous  signals  that  were  very  hard  to  eliminate 
(Tr.  267).   An  amplifier  system  had  to  be  developed  that  would 
meet  the  requirement  of  discriminating  frequencies  (Tr.  267). 
There  were  problems  in  the  timing  of  the  system  to  be  sure  that 
it  inspected  the  bottle  in  the  correct  place  at  very  high  speeds 
and  that  no  transient  or  unwanted  signals  were  introduced  into 
the  system  by  way  of  the  triggering  cycle  (Tr.  268). 

The  first  system  did  not  employ  a  combination  of  AC  and 
DC  (Tr.  269).   Initially  the  three  joint  inventors  separated  the 
AC  from  the  DC  so  they  could  work  out  each  circuit,  and  then  later 
they  combined  them  (Tr.  269).   They  had  to  find  a  way  to  best 
combine  the  AC  and  the  DC  components  (Tr.   268   ).   Prior 
patents  had  not  been  successful  in  effecting  any  such  combination 
since  such  prior  patents  related  to  full  bottle  inspection 
techniques  which  did  not  work  for  empty  bottle  inspection  (Tr.268). 

The  Joint  inventors  found  that  a  principal  problem  was 
to  discriminate  the  signal  produced  by  a  particle  in  the  bottle 
frcM  electrical  background  noise  which  could  come  from  a  number 


of  sources,    such  as   fluorescent   lamps,    signals   induced   into  the 
amplifier,    scan  noises,    or  noise   off  the   bottom  of  the  bottle 
(Tr.   270).        These  were   usually  relatively  low  frequency  signals 
(Tr.   271).        The   tenn    "noise"  means   undesirable   signals   such  as 
edge  effects  which  are   produced  at   the   bottom  of  the  bottle 
(Tr.   270). 

d.        Other  Techniques  and  Alternative   Devices   Considered 
and  Tested  by  the   Inventors   -   In  developing   their  bottle   inspection 
system  to  the   form  disclosed   in  the    '640  patent,    the   inventors 
tried  reticles  having  a  plurality  of  alternately  disposed,    evenly 
spaced   opaque  and   transpar-ent   segments   and   reticles  having  a 
plurality  of  alternately  disposed,    unevenly  spaced   opaque   and 
transparent   segments   (Tr.    481-486).        They  also  tried   reticles 
having  only  a  single   transparent   segment   (Tr.    481-486)   and   a  single 
opaque   segment . 

The   inventors  also  tried   optical   systems  which  reflected 
light  to  the   photocell   rather  than  passing   light  directly  to  the 
photocell   (Tr.    487-490).        The   system  worked   satisfactorily  with 
the  different   types   of  reticles   and  with  the   reflective   optics 
(Tr.   481-490).        All   of  these  alternatives  were   tried   before   the 
filing  of  the   patent   application  which  matured   into   the    '640 
patent   (Tr.    481-490). 

4.        The    Prior  Art    Patents    relied   upon  by   the   District 
Court   in  holding   the    Patent-in-Suit   Invalid 

In  order  to   hold   that    the   patent-in-suit  v/as    invalid 

for  obviousness   under  Section  103   of  the    Patent   Codification  Act, 


the  District  Court  first  had  to  detennine  that  the  scope  of  the 
field  of  the  art  from  which  prior  patents  could  be  taken  v;as  much 
broader  than  bottle  inspection,  since  the  Court  specifically  found 
that  "....all  of  the  elements  in  the  patent  in  suit  do  not  have 
counterparts  in  the  field  of  bottle  inspection  (Finding  No.  13; 
R.  1944);   and  further: 

"The  '640  patent  discloses  the  first  system 
for  detecting  small  particles  in  the  bottom  of  a 
bottle  while  scanning  the  bottom  of  the  bottle, 
including  the  edge  of  the  bottle,  without  masking 
the  edge  of  the  bottle."  (Finding  No.  12(a);  R.  1943) 
Consequently,  the  District  Court  made  the  following 
findings  of  fact: 

"9.   The  nature  of  the  art  we  are  here  concerned  with 
is  the  detection  of  foreign  objects  in  a  field  of  view  by  electro- 
optical  techniques,  rather  than  being  limited  to  the  bottle 
inspection  field.   (This  finding  also  appears  as  conclusion  of 
law  No .  5 . ) 

"10.   Electro-optical  systems  for  the  detection  of 
objects  in  the  sky,  detection  of  material  moving  on  a  conveyor, 
detection  of  the  presence  of  objects  moving  on  the  ground,  and 
detection  of  objects  in  a  container,  all  are  systems  which  reside 
in  an  analogous  art,  and  such  systems  employ  similar  elements  in 
a  similar  relationship  for  a  similar  purpose.   Further,  such 
systems  are  related  by  the  end  object  of  seeking  to  detect  an 
object  having  distinct  light  or  dark  characteristics  in  a 


background  of  different  light  or  dark  characteristics."  (Find- 
ings Nos.  9,    10;   R.  1941-1942). 

However,  even  having  made  the  determination  that  the 
relevant  art  includes  patents  thus  broadly  outside  the  field  of 
bottle  inspection,  the  District  Court  found  in  paragraph  11(f)  - 
"(f)   No  single  reference  cited  by  plaintiff  discloses 
a  bottle  inspection  system  employing  techniques  of  spatial 
filtering  or  the  combination  of  spatial  filtering  and 
electronic  frequency  selection  as  defined  in  paragraph  4  of 
these  Findings  of  Fact."  (Finding  No.  11(f);   R.  1943). 
However,  the  Court  then  went  on  to  make  the  Findings  which  are 
quoted  in  Appendix  A. 

By  including  the  Findings  quoted  above,  the  District 
Court  defined  the  relevant  prior  art  not  as  that  of  bottle 
inspection  patents  or  publications,  but  rather  as  patents  broadly 
having  to  do  with  the  detection  of  objects  in  a  field  of  view  by 
electro-optical  techniques.    Included  within  the  latter  are 
patents  on  devices  and  techniques  for  the  tracking  of  stars  and 
missiles.   When  the  teachings  are  taken  into  consideration,  the 
District  Court  concluded  that  the  invention  of  the  patent-in-suit 
would  have  been  obvious  to  a  man  of  average  skill  in  the  art  so 
broadly  defined.   However,  the  District  Court  did  include  the 
following  Conclusion  of  Law: 

"13.   If  the  missile  and  star  tracking  field  cannot 
be  properly  considered  with  the  bottle  inspection  field  as 
a  single  art  of  detecting  objects  in  a  field  of  view  by 


electro-optical  techniques,  the  system  disclosed  and 
claimed  in  the  '640  patent  constitutes  an  invention 
over  the  prior  art  relating  to  bottle  inspection,  and 
the  patent  is  valid."  (Conclusion  No.  13,  R.  1956). 

5.   How  the  San  Marino  Machine  was  Developed 
The  San  Marino  machine  was  not  the  product  of  a  devel- 
opment wholly  unrelated  to  the  development  of  the  bottle 
inspector  by  the  three  joint  inventors  of  the  patent-in-suit 
(Tr.  624-630,  2352,  *169,  *l8l).   After  the  three  joint 
Inventors  (Calhoun,  Wyman  and  Williams)  had  determined  in  the 
Spring  of  1958  that  they  had  attained  a  system  which  could  be 
made  to  work  successfully,  they  filed  their  original  patent 
application  (June  12,  1958)  (Exh.  10;   Tr.  266-271).    About 
this  time  they  were  beginning  to  make  and  sell  a  few  models  in 
accordance  with  the  disclosure  of  their  first  patent  application, 
A  further  improvement  on  the  machine  vias   made  by  Calhoun  and  one 
Browning  upon  which  a  second  patent  application  v/as  filed  on 
April  22,  1959.    This  further  improvement  was  made  so  that  the 
system  could  detect  particles  at  the  center  of  the  bottle   to 
eliminate  a  dead  spot  vrhich  the  original  system  had  and  which 
the  San  Marino  machine  still  has  (Tr.  431-^36,  472-477). 

Because  of  a  dispute  which  arose  between  Wyman  and 
Calhoun  concerning  the  method  of  marketing  the  Mark  IV  units 
and  concerning  the  management  of  the  Company,  Wyman  left 
Industrial  Dynamics  Corporation  in  the  Summer  of  1959  and  there- 
after formed  his  own  company  which  he  called  "industrial 


Automation"   (Tr.    *l67-175).        Through  his  new  company,   Wyman 
embarked   upon  the   development   of  an  empty  bottle   inspection 
machine  designed   to  compete  with  the  Mark  IV   (Tr,    *l67-170). 
Wyman,    of  course,    knew  the   principles   of  construction  and   opera- 
tion of  the   system  of  the  patent-in-suit,    particularly   since   he 
used  as  his  patent  attorney  the   same   one  who  prepared  and   filed 
the  patent  application  which  matured   into  the    '640  patent 
(Tr.   *266,   Wyman  dep.    167-175).        Wyman  filed  a  patent  application 
and  obtained  a  patent   on  his  machine    (Exh.    4),    which   included   a 
number  of  similarities   betv/een  the  machine   of  the   patent-in-suit 
and  the  machine   disclosed   in  the  Wyman  patent   (Tr.   624-629). 

While  Wyman  vras   thus  developing  his  empty  bottle 
inspector,    he  employed   Robert  Husome,    who  later  designed   the   San 
Marino  machine  which  defendant  has   charged   infringes   the  patent-in- 
suit.        Mr,   Husome   thereby  not   only  became   intimately   familiar 
with  the  details   of  the   construction  and  principles   of  operation 
of  the  Wyman  empty  bottle   inspector  (Hus.    dep.    5-7),    but  Wyman 
discussed  v:ith  Husome   certain  features  of  the  Mark  IV  machine, 
which,    by  then,    v/as  being  made  and   sold   by  defendant    (Hus.    dep. 
14-16). 

When  the  Wyman  development  was   completed  and   sold   to 
Barry-Wehmiller  Co.,    about   September  I5,    I962,    Husome   left 
Industrial   Automation  and   vrithin  vieeks   began  to  work  on  the  devel- 
opment of  the   San  MarirDmachine    (Tr.    *112-ll4,    Hus.    dep.    7,    29,    34)l 
The  first   San  Marino  machine  was  developed   and  manufactured   for 
sale  between  October,    I962  and   February,    I963,    a  period   of  only 


a  fevi   months  after  Husome  left  the  employ  of  Industrial  Auto- 
mation (Hus.  dep.  29,  34). 

6,   The  Construction  and  Operation  of  the  San 
Marino  Machine 

(a)  The  San  Marino  Optical  System 

This  system  is  revealed  in  tv/o  of  plaintiff's  drawings 
(Exhs.  AC  and  AD),  as  supplemented  by  explanatory  testimony. 
Exhibits  AC  and  AD  are  included  as  Appendix  B.    Referring  to 
Exhibit  AC,  light  from  a  source  is  directed  upv^ardly  through  an 
opal  glass  and  the  bottom  of  the  bottle  to  a  rotating  disc  having 
a  single  narrow  light  reflecting  line  (or  mirror  surface)  extend- 
ing from  the  center  of  the  disc  radially  outvjardly  to  the  disc 
edge  (Tr.  36I-367).   The  disc  (v;ith  its  mirrored  line)  is  cen- 
tered with  respect  to  the  field  of  view  (Tr.  36I-367).   The 
mirrored  line  is  disposed  so  that  the  image  of  any  particle  at 
the  bottom  of  the  bottle  is  focused  on  the  line  at  some  position 
during  the  rotation  of  the  disc.   The  light  directed  to  the 
line  is  reflected  by  the  mirror  surface  to  a  photocell  disposed 
below  and  to  one  side  of  the  mirror  (Tr.  361-36?).   In  other 
words,  plaintiff  has  provided  a  centered  optical  system. 

In  this  way,  the  photocell  in  plaintiff's  machine  pro- 
duces a  voltage  output  having  a  direct  relationship  to  the 
intensity  of  the  light  reflected  to  it  by  the  mirrored  line 
(Tr.  369-391,  586-596).   The  intensity  of  the  reflected  light 
thus  depends  upon  the  opacity  of  the  bottle  or  the  occurrence  of 
large  particles  in  the  bottle  (Tr.  369-391,  586-596).   Moreover, 


the  photocell  output  will  have  signal  variations  indicating  the 
presence  of  small  particles,  bottle  edges  and  other  objects  in 
or  associated  with  the  bottom  of  the  bottle  which  pass  through 
the  reflected  light  path  as  the  mirrored  line  is  rotated 
(Tr.  369-391,  586-596). 

The  principal  differences  betvreen  the  optical  system 
of  the  San  Marino  machine  and  that  disclosed  in  the  patent-in- 
suit  are; 

(i)    San  Marino  "folds  its  optics",  i.e.  the 
mirrored  line  reflects  light  to  the  photocell  rather  than 
passing  the  light  directly  to  the  photocell  (Tr.  369); 

(ii)   Instead  of  alternate  translucent  and  opaque 
sections  in  the  circular  reticle  shown  in  the  patent,  San 
Marino  has  only  a  single  reflective  line  in  the  otherwise  non- 
reflective  rotatable  member; 

(iii)   San  Marino  includes  an  added  feature  of 
"wobbulating"  the  mirror  during  rotation  to  detect  particles 
in  the  neck  of  the  bottle  (Tr.  366-369). 

The  effective  equivalence  of  the  reflective  and  re- 
fractive optics  and  the  equivalent  production  of  pulses  by  the 
'64o  system  and  the  San  Marino  system  were  demonstrated  to  the 
;  District  Court  v/ith  a  specially  built  machine  (Exh.  AA)  described 
and  demonstrated  by  Calhoun  at  pages  4o4-427  of  the  transcript, 
i  The  photographs  (Exh.  DD)  were  made  to  shov;  the  resulting  com- 
I  Paris ons  in  signals  of  those  produced  by  the  system  of  the 
-  patent-in-suit  and  those  produced  by  a  system  similar  to  that 
I  of  the  San  Marino  machine. 


(b)   The  San  Marino  Signal  Processing  System 
When  the  bottle  Is  clean,  the  spinning  of  the  disc  with 
its  mirrored  line  produced  no  change  in  the  total  amount  of  light 
which  passes  to  the  photocell  through  the  bottle  and  the  reticle 
(Tr.  369-391^  586-596).   Hov/ever,  should  a  foreign  particle 
appear  in  the  bottle,  the  covering  and  uncovering  of  the  particle 
by  the  non- reflective  area  of  the  disc  segment  of  the  reticle 
will  result  in  the  production  of  an  alternating  variation  in  the 
amount  of  light  reaching  the  photocell  (Tr.  369-391,  586-596). 
Such  alternating  variation  causes  the  photocell  to  produce  a 
signal  pulse  with  alternating  current  characteristics  correspond- 
ing to  the  characteristics  of  the  light  reaching  the  photocell 
(Tr.  369-391). 

As  in  the  '640  patent  system,  electronic  circuitry  is 
provided  in  the  San  Marino  machine  for  separating  the  alternating 
current  signals  or  pulses  from  the  direct  current  signals  and  for 
individually  processing  the  alternating  current  signals  of 
pulses  and  individually  processing  the  direct  current  signals 
(Tr.  369-391,  586-596,  II32-II33).   For  example,  the  alternating 
current  signals  and  the  direct  current  signals  are  amplified  by 
the  amplifier  stage  including  the  transistor  QI7  in  Exhibit  AD 
(Tr.  369-391,  586-596,  1132-1133).   The  direct  current  signals 
are  then  directed  to  the  direct  current  amplifier  including  the 
transistor  Ql  (Tr.  390-391).   The  amplifier  then  directs  the 
signal  to  a  threshold  detector  which  passes  the  signal  vihen   the 
signal  has  characteristics  corresponding  to  a  DC  level  less  than 


a  particular  value  at  the  photocell  (Tr,  389-392).   This 
indicates  that  the  bottle  being  inspected  is  undesirably  opaque 
or  that  there  is  a  large  particle  in  the  bottom  of  the  bottle 
(Tr.  369-391). 

The  amplified  alternating  current  is  passed  by  the 
capacitor  C-9  to  a  plurality  of  amplifier  stages  including  the 
transistors  QI6,  QI5  and  Ql4  (Tr.  1133-ll4o) .   These  amplifiers 
operate  to  pass  the  signal  components  substantially  only  at  the 
frequencies  representing  the  particles  (Tr.  1133-ll40).    In 
other  v;02?dSj  the  amplifiers  discriminate  the  signals  represent- 
ing undesirable  effects,  such  as  edge  effects  and  lettering  and 
stippling  at  the  bottom  of  the  bottle,  v;hich  cloud  the  effects 
of  the  particles  (Tr.  1133-ll4o).   If  the  signals  at  the  fre- 
quencies representing  the  particles  have  an  amplitude  greater 
than  a  particular  value,  the  signals  are  detected  so  that  an 
output  signal  is  produced  (Tr.  586-596).   This  output  signal  is 
directed  to  the  threshold  detector  to  provide  for  a  rejection  of 
the  bottle  (Tr.  586-596). 

The  threshold  detector  passes  a  reject  signal  when  there 
is  a  small  foreign  particle  in  the  bottom  of  the  bottle  or  V7hen 
the  bottle  is  opaque  or  there  is  a  large  foreign  particle  in  the 
bottom  of  the  bottle  (Tr.  586-596).    The  threshold  detector  is 
effective  in  passing  this  reject  signal  only  in  the  period  of 
time  v-7hen  the  center  of  the  bottle  is  being  conveyed  from  a 
position  slightly  in  front  of  the  center  line  extending  through 
the  light  source,  the  lens  and  the  center  of  the  mirror  to  a 


position  slightly  in  back  of  this  center  line  (Tr.  I76I-I777). 
The  reject  signal  from  the  threshold  detector  is  effective  in 
causing  a  bottle  to  be  rejected. 

7.    The  District  Court's  Conclusions  of  Law  on  the 
Issues  of  Validity  and  Infringement  of  the 
Patent-in-Suit 

The  District  Court  ruled  in  favor  of  defendant  on  the 
several  technical  grounds  which  plaintiff  had  asserted  to 
invalidate  the  patent- in- suit  or  to  prevent  defendant  from 
enforcing  it,  and  also  on  the  issue  of  patent  misuse  (see  Con- 
clusions Nos.  1,  14,  15,  16,  17;   R.  1954-1957).   But  on  the 
main  issues  of  validity  and  infringement,  the  District  Court 
concluded  as  set  forth  in  Appendix  C. 

C.    QUESTIONS  INVOLVED  IN  THE  APPEAL  OF  DEFENDANT- 
APPELLANT 

The  appeal  of  defendant-appellant  presents  four 

principal  questions  and  a  number  of  subsidiary  questions,  the 

determination  of  which  subsidiary  questions  should  enable  the 

Court  of  Appeals  to  resolve  the  four  principal  questions.   The 

principal  questions  are  as  follov^/s: 

1.  Whether  the  District  Court  erred  in  holding  invalid 
Claims  7  to  I5,  inclusive,  and  17  to  24,  inclusive,  of  United 
States  Letters  Patent  No.  3,133,640,  and  in  the  reasons  which 

the  District  Court  stated  to  support  such  holding. 

2.  Whether  the  District  Court  erred  in  holding  that 
plaintiff  has  not  infringed  any  of  the  claims  of  said  Letters 


Patent,  in  making  and  selling  its  Models  SMS  303  and  SLIf-ILIGHT 
machines,  and  in  the  reasons  which  the  District  Court  stated  to 
support  such  holding. 

3.  Whether  the  District  Court  erred  in  holding  that 
defendant's  councerclaim  against  plaintiff  for  infringement  of 
said  Letters  Patent  should  be  dismissed. 

4.  Whether  the  District  Court  erred  in  ordering  that 
plaintiff  should  recover  from  defendant  its  costs  incurred  in 
connection  with  that  portion  of  the  trial  relating  to  the  issues 
of  patent  validity  and  infringement. 

The  subsidiary  and  specific  questions  which  are  raised 
by  the  present  appeal  are: 

Whether  the  District  Court  erred  in  holding  that; 

(1)  The  circuitry  disclosed  in  the  said  Letters  Patent 
is  the  essence  of  the  patent  disclosure  insofar  as  the  use  of  AC 
is  concerned,  or  whether  such  circuitry  should  have  been  held  only 
to  constitute  an  embodiment  of  the  invention  of  said  Letters 
Patent. 

(2)  The  said  Letters  Patent  does  not  cover  a  machine 
with  a  disc  having  a  single  reflective  line  V7ith  the  remainder  of 
the  surface  being  non-reflective, 

(3)  Although  producing  an  alternating  current  signal, 
plaintiff's  machine  is  concerned  only  with  the  initial  slope  of 

j  the  first  pulse  thereof  and  is  not  concerned  with  matters  of 
frequency  or  repetitive  pattern. 


(4)  All  of  the  claims  of  the  said  patent  in  employing 
terms  such  as  "reticle",  "disc",  "scanning  means",  "annular 
member",  or  the  like  mean  a  reticle  including  at  least  two 
radial  opaque  areas  and  two  ti?anslucent  areas. 

(5)  The  prior  art  by  which  the  obviousness  or  non- 
obviousness  of  the  invention  of  the  said  patent  is  to  be  judged, 
is  that  relating  broadly  to  the  detection  of  foreign  objects 

in  a  field  of  view  by  electro-optical  techniques,  rather  than 
that  art  relating  specifical^  to  bottle  inspection. 

(6)  Electro-optical  systems  for  the  detection  of 
objects  in  the  sky,  the  detection  of  material  moving  on  a  con- 
veyor, the  detection  of  the  presence  of  objects  moving  on  the 
ground,  and  detection  of  objects  in  a  container  are  all  systems 
which  reside  in  an  analogous  art. 

(7)  The  detection  circuitry  of  plaintiff's  machines 
is  not  concerned  with  rendering  a  repetitive  alternating  current 
signal  at  the  output  of  the  photocell,  and  further  the  fact 
that  the  photocell  in  plaintiff's  machine  does  set  up  a 
repetitive  alternating  current  is  irrelevant  to  the  operation 

of  plaintiff's  machines. 

(8)  The  rejection  of  a  bottle  by  plaintiff's  machines 
is  not  dependent  upon  an  alternating  signal  of  a  hoped-for 
particular  frequency  or  a  discriminated  band  of  frequencies, 

as  taught  by  the  patent. 

(9)  Plaintiff's  use  of  RC  circuitry  is  substantially 
different  from  the  use  of  LC  circuitry  taught  by  the  patent. 


(10)  The   progressive    segments   of  the    scan  of  the 
scanning  member  of  the   plaintiff's  machines  do  not   include   the 
center  and   progressive   portions   of  the   periphery   of  the  bottle 
during  at   least   part   of  the   inspecting  period. 

(11)  The  doctrine   of  equivalents  does   not  apply  to 
plaintiff's  machines. 

(12)  Plaintiff's  machines  are   not  concerned  with 
indicating   the   presence   of  foreign  particles   by  means   of  alterna- 
ting  signals   in  a   relevant    sense   as   taught   by   the   said   patent. 

(13)  The   scanning   area   in  plaintiff's  machines   is 

not   "substantially  greater"   than  the   size   of  the   particle   sought 
to  be   detected,    in   the   sense   that   the   quoted   v;ords   are   used    in 
the   said   patent. 

(14)  Plaintiff's  machines  do  not   use   an  amplifier  means 
tuned   to  a  specific   frequency   range   or  an  equivalent   amplifier. 

(15)  Plaintiff's   scanning  member  does   not    have 
alternate   radial   opaque  and   translucent  areas. 

D.    THE  DISTRICT  COURT  ERRONEOUSLY  PREDICATED  ITS 
SECTION  103  HOLDING  OF  INVALIDITY  ON  THE 
ASSUMPTION  THAT  MISSILE  AND  STAR-TRACKING 
PATENTS  WERE  RELEVANT  PRIOR  ART  TO  A  PATENT 
IN  THE  BOTTLE  INSPECTION  FIELD 

As  its  only  ground,  the  District  Court  held  the  claims 
in  the  patent  invalid  "as  being  obvious  under  35  U.S.C.  §  I03" 
(Conclusion  No.  12,  R.  I956).    In  order  to  arrive  at  this  con- 
clusion, hov/ever,  his  Honor  was  forced  to  rely  heavily  upon  the 
missile  and  star  tracking  patent  to  Biberman  (see  Finding  No. 
-'•^(^)^  (c)  and  (e)).    Recognizing  this  reliance  upon  such 


missile  and  star  tracking  patent,  the  Court  stated: 

"***The  Blberman  ' 405  patent  is  the  only  reference 

specified  in  paragraphs  11(c),  11(b)  and  11(c)  of  the 

Findings  of  Fact  that  discloses  a  centered  optical  system 

with  a  radial  scan  for  providing  spatial  filtering." 

(Finding  Nu.  11(e),  R.  19^3). 

And  in  Conclusion  No.  13  (R.  I956),  the  Court  stated: 

"If  the  missile  and  star  tracking  field  cannot  be 

properly  considered  with  the  bottle  inspection  field  as  a 

single  art  of  detecting  objects  in  a  field  of  view  by 

electro-optical  techniques,  the  system  disclosed  and  claimed 

In  the  '640  patent  constitutes  an  invention  over  the  prior 

art  relating  to  bottle  inspection,  and  the  patent  is  valid." 

By  including  Conclusion  No.  13  and  by  other  statements 

in  the  record  (Tr.  2605),  the  District  Court,  thus,  candidly 

expressed  its  ovm  doubts  as  to  the  propriety  of  invalidating  the 

•640  patent  on  the  basis  of  a  patent  in  the  missile  or  star 

tracking  field.   Defend ant -appellant  submits  that  such  doubts 

were  well  conceived. 

1.   Under  Controlling  Authorities,  the  Prior  Art 
to  Determine  the  Validity  of  a  Patent  on  an 
Invention  is  that  Group  of  Prior  Patents  and 
Publications  and  Devices  which  v:ould  normally 
be  knovm  to,  or  consulted  by,  a  man  of 
ordinary  skill  in  the  particular  business  to 
v/hich  the  Invention  pertains 

Section  103  reads  as  follovrs: 


35. 


"§  103.   Conditions  for  patentability;   non-obvious 
subject  matter 

A  patent  may  not  be  obtained  though  the  invention 

is  not  identically  disclosed  or  described  as  set  forth 

in  section  102  of  this  title,  if  the  differences 

between  the  subject  matter  sought  to  be  patented  and 

the  prior  art  are  such  that  the  subject  matter  as  a 

whole  v/ould  have  been  obvious  at  the  time  the  invention 

was  made  to  a  person  having  ordinary  skill  in  the  art 

to  vjhich  said  subject  matter  pertains.   Patentability 

shall  not  be  negatived  by  the  manner  in  v/hich  the 

invention  was  made." 

The  term  "prior  art"  is  undefined  in  the  patent 

statutes.   Hov7ever,  the  "obviousness"  rendering  a  patent  invalid 

(or  not  obtainable)  under  §  103  must  be  predicated  upon  a  finding 

of  such  insufficient  "differences  between  the  subject  matter 

sought  to  be  patented"  and  the  thus-undefined  "prior  art"  that 

"the  subject  matter  as  a  whole  would  have  been  obvious  at  the 

time  the  invention  was  made  to  a  person  having  ordinary  skill 

in  the  art  to  which  said  subject  matter  pertains". 

But  in  the  case  at  Bar,  what  is  the  scope  of  the  art 

to  which  the  subject  matter  -  namely,  a  bottle  inspection  system  - 

'   pertains?   Is  this  scope  limited  to  the  bottle  inspection  field; 

'  or  may  it  be  properly  viev/ed  as  a  broader  art,  i.e.  the  detection 

of  objects  in  a  field  of  viev;  by  electro-optical  means,  as  the 

'I  District  Court  concluded  (Conclusion  No.  5,  R.  1955).   The 


latter  categorization  is  strictly  academic  in  character.   It 
is  not  one  based  upon  the  realities  of  the  business  in  which 
the  invention  was  made  and  the  problems  which  the  three  Joint 
inventors  sought  to  solve.   Under  the  most  recent  pronouncement 
of  the  Supreme  Court  of  the  United  States,  as  well  as  under  many 
other  authorities,  the  knowledge  of  the  person  having  ordinary 
skill  in  such  business  -  here  bottle  handling,  including  bottle  ' 
inspection  -  should  deteraiine  the  scope  of  the  relevant  art.  The 
scope  of  the  relevant  art  is  not  detennined  by  some  artificial 
category  in  which  all  items  having  some  similar  physical  or 
mechanical  similarities  may  be  thrown. 

Thus,  in  Graham  v.  John  Deere,  383  U.S.  1,  86  Sup. 
Ct.  684  (1966),  in  his  opinion  for  the  Supreme  Court  whe2?e  he 
explained  the  decisional  law  which  §  103  vjas  attempting  to  codify, 
Mr.  Justice  Clark,  referring  to  Hotchkiss  v.  Greenvrood,  11  How. 
248,  13  L.Ed.  653,  stated: 

"Hotchkiss,  by  positing  the  condition  that  a  patent- 
able invention  evidence  more  ingenuity  and  skill  than 
possessed  by  an  ordinary  mechanic  acquainted  with  the 
business,  merely  distinguished  between  nev;  and  useful 
Innovations  that  were  capable  of  sustaining  a  patent 
and  those  that  were  not.   *  *  *  In  practice,  Hotchkiss 
has  required  a  comparison  betv/een  the  subject  matter  of 
the  patent,  or  patent  application,  and  the  background 
skill  of  the  calling.   It  has  been  from  this  comparison 


37. 


that  patentability  was  in  each  case  determined." 
(383  U.S.  11-12,  86  S.Ct.  692-693) (emphasis  supplied). 
After  analyzing  the  legislative  history  of  §  103, 
Mr.  Justice  Clark  continued: 

"*  *  *  We  conclude  that  the  section  was  intended  merely 
as  a  codification  of  judicial  precedents  embracing  the 
Hotchkiss  condition,  with  congressional  directions  that 
inquiries  into  the  obviousness  of  the  subject  matter 
sought  to  be  patented  are  a  prerequisite  to  patent- 
ability." (383  U.S.  17,  86  S.Ct.  693). 

Although  the  Supreme  Court  held  invalid  both  the  plow 
patent  and  the  sprayer  patent  there  before  the  Court,  it  did  so 
on  the  basis  of  prior  plow  and  sprayer  patents  respectively,  and 
not  by  reference  to  patents  found  in  some  other  field  to  which 
a  man  of  ordinary  skill  in  either  the  plov;  or  sp3?ayer  business 
would  never  think  to  turn  to  solve  problems  in  his  particular 
business. 

From  the  above  discussion,  it  will  be  seen  that  the 
missile  and  star  tracking  field  should  not  be  considered  with  the 
bottle  inspection  field  as  a  single  art  of  detecting  objects  in 
a  field  of  view.   However,  the  question  still  remains  as  to 
whether  the  missile  tracking  field  is  analogous  to  the  bottle 
Inspection  field  since  the  District  Court  held  to  this  effect 
in  Finding  No.  10. 

In  the  case  at  Bar,  the  District  Judge,  in  his  con- 
clusions of  law,  properly  stated  the  test  of  whether  one  art  is 


I 


to  be  considered  analogous  to  another.   Thus,  in  Conclusion  No, 

5  (R.  195^),  it  is  stated: 

"5.  Whether  arts  are  analogous  depends  upon  the 
similarity  of  their  elements  and  purpose.    If  elements 
and  purpose  in  one  art  are  so  related  and  similar  to 
those  in  another  art  that  the  relationship  would  appeal 
to  the  mind  of  a  person  having  mechanical  skill  and 
knowledge  of  the  purposes  of  the  other,  then  the  arts 
may  be  said  to  be  analogous***-'^*." 

This  statement  of  the  lavi   by  the  District  Court  is 

amply  supported  by  the  authorities:   See  for  example: 

Stearns  v.  Tinker  &  Rasor,  220  F.2d  49,  56,  57 
(CA9,  1955)  cert,  denied  350  U.S.  830 

76  s.ct.  62 

Alcoa  V.  Sperry  Products,  Inc.  285  F.2d  911,  917 
(CA6,  i960)  cert,  denied  368  U.S.  89O 
82  S.ct.  142 


The   complaint   of  defendant-appellant,    however,    is   that 
the  District   Court   improperly  applied   the   thus-stated   principle 
of  lav/  to  the   facts   in  the   case   at  bar. 
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2.   Missile  and  Star  Tracking  Patents  would  not 
ordinarily  be  looked  to  by  a  man  of  ordinary 
skill  in  the  Bottle  Inspection  Field  to  solve 
problems  encountered  by  him  in  such  field 

The  District  Court  found  in  Finding  No.  10  ( R.  194l) 
that  the  missile  tracking  and  bottle  inspection  fields  are 
analogous.   However,  the  District  Court  did  not  find  that  the 
patents  relating  to  missile  or  star  tracking  would  appeal  to 
the  mind  of  a  person  having  ordinary  mechanical  skill  and  knov/- 
ledge  in  the  field  or  business  in  which  the  invention  in  question 
was  made  --  namely,  the  field  of  bottle  inspection-in  solving 
problems  encountered  in  the  latter  field.    Indeed,  such  a  find- 
ing could  not  have  been  made  on  the  evidence  adduced  at  the 
trial.   Yet,  without  such  a  finding,  the  Court  could  not 
properly  have  concluded  that  the  missile  or  star  tracking  field 
and  the  bottle  inspection  field  are  analogous. 

Actually,  it  would  not  have  been  natural  for  a  person 
having  ordinary  skill  in  the  field  of  bottle  inspection  to  have 
looked  to  the  field  of  missile  and  star  tracking  for  help,  when 
faced  with  the  problem  of  detecting  foreign  particles  in  the 
bottoms  of  the  bottles  moving  down  conveyor  lines  at  a  rate  as 
high  as  600  per  minute.    Plaintiff  did  not  introduce  any 
evidence,  through  plaintiff's  experts  Husome,  I^'de  and  Greist 
or  through  plaintiff's  cross-examination  of  Calhoun,  to  show 
that  the  tv70  fields  are  analogous.   In  the  complete  absence 
of  any  such  evidence  and  their  obvious  remoteness  from  the 
business  standpoint,  appellant  submits  that  the  District  Court 


erred  in  considering  the  missile  and  star-tracking  technology 
as  relevant  prior  art  to  a  bottle  inspection  patent. 

There  are,  actually,  considerable  differences  between 
the  fields  of  bottle  inspection  and  missile  and  star  tracking. 
The  detection  of  a  missile  or  star  tracking  occurs  against  a 
substantially  homogeneous  background,  that  is,  against  a  clear 
sky.   Admittedly,  clouds  or  other  stars  may  be  present  in  the 
sky  background  (Biberman  patent  Col.  1,  lines  21-36,  Col.  2, 
lines  29-^9)  hut  these  clouds  or  stars  cause  signal  components 
to  be  produced  which  are  relatively  small  in  intensity  and  are 
easy  to  distinguish  from  the  primary  signal  produced  by  the 
missile  or  star  that  the  apparatus  is  directed  to  follow.   It 
is  thus  relatively  easy  to  detect  and  isolate  the  signal 
components  representing  the  missile  or  the  star.   The  detection 
of  a  missile  or  star  tracking  against  a  substantially  homogeneous 
background  is  consistent  with  the  definition  of  spatial  filtering 
by  Dr.  Greist  (Tr.  2287). 

In  contrast,  detection  of  a  particle  at  the  bottom  of 
a  bottle  occurs  in  a  non-homogeneous  field  in  the  bottle-inspect- 
ing systems.   In  other  words,  the  particle  has  to  be  detected 

against  a  background  which  includes  shadovrs  produced  by  the  edge 

1 

of  the  bottle  and  by  lettering  and  stippling  at  the  bottom  of 
the  bottle  (Tr.  2365-2366).    The  shadov;s  resulting  from  the 
edge  of  the  bottle  cause  signal  components  to  be  produced  which 
are  much  greater  in  amplitude  (or  intensity)  than  the  signals 
produced  by  the  small  particle  at  the  bottom  of  the  bottle 


(Tr.  199-207,  498-499,  2375-2379.    See  also  Exhibits  CY  and  CZ 
where  the  signals  produced  by  the  edge  of  the  bottle  have  low 
frequencies  and  high  amplitudes  in  canparison  to  the  signals 
representing  the  particles  in  the  bottle).   Furthennore,  the 
particles  have  to  be  detected  in  the  closely  confined  space 
defined  by  the  perimeter  of  the  bottle  and  further  have  to  be 
detected  as  the  bottles  are  moved  at  a  relatively  rapid  rate 
such  as  600  bottles  per  minute  (or  10  bottles  per  second)  along 
a  conveyor  line  (Tr.  127).   Thus,  the  problems  to  be  solved  in 
detecting  a  particle  in  a  bottle  are  quite  different  from  those 
involved  in  tracking  a  star  or  a  missile. 

Ifanything,  the  evidence  adduced  at  the  trial  strongly 
supports  a  finding  that  a  person  or  average  skill  in  the  bottle 
inspection  field  would  never  have  thought  to  look  to  missile  and 
star  tracking  technology.   Thus,  plaintiff  produced  as  a  witness, 
a  Mr.  Stoate,  vjho  was  not  merely  a  person  of  ordinary  skill  in 
the  bottle  inspection  field,  but  one  who  had  spent  some  thirty 
years  therein  and  had  obtained  some  seven  patents  on  different 
inventions  both  in  Great  Britain  and  the  United  States.   Although 
Stoate  patent  517,229  applied  for  in  1938  may  be  considered  to 

,disclose  a  centered  optical  system  in  the  bottle  inspection 

) 

field,  the  later  Stoate  patents  reveal  that  he  looked  to  other 
fields  such  as  television  (Tr.  1934)  in  his  unsuccessful  efforts 
to  devise  a  bottle  inspector,  and  he  never  ever  considered 
missile  and  star  tracking  technology.   Stoate  further  admitted 
that  his  centered  reticle  system  was  for  use  with  a  DC  system 
and  produced  no  spatial  filtering  (Tr.  2030). 


The  inability  of  a  person  of  ordinary  skill  in  the 
field  of  bottle  inspection  to  comprehend  the  possible  applica- 
bility of  technology  in  the  missile  and  star  tracking  field 
may  also  be  seen  from  the  extreme  attempts  made  in  the  bottle 
inspection  field,  prior  to  the  '640  patent^  to  avoid  the  effects 
of  the  edge  of  the  bottles.   In  the  prior  art,  attempts  were 
made  to  mask  the  edge  of  the  bottles  so  that  the  edge  effects 
were  eliminated  (Tr.  2045-2047).   As  an  alternative,  the  scan 
of  the  bottles  never  reached  the  edge  in  the  systems  of  the 
prior  art  (Calhoun  Tr.  232-247).   In  both  alternatives,  signals 
were  never  generated  at  the  edge  of  the  bottles  since  it  was 
impossible  to  deal  with  such  signals. 

Further,  had  a  person  of  ordinary  skill  in  the  bottle 
inspection  field  consulted  an  expert  in  the  missile  field  as  to 
the  significance  of  the  composite  signals  produced  by  scanning 
the  bottom  of  the  bottle,  he  would  have  received  no  solace.   Even 
an  expert  like  Dr.  Greist,  with  a  doctorate  in  physics  and  many 
years  of  distinguished  experience  in  the  missile  tracking  field, 
did  not  appreciate  the  significance  and  effect  of  the  signal 
components  produced  by  defendant's  centered  reticle  system  for 
bottle  inspection  (Tr.  2249-2260).    In  effect.  Dr.  Greist  did 
not  appreciate  that  the  edge  effects  in  the  bottle  were  causing 
signal  components  to  be  produced  at  the  low  frequencies  and  that 
these  signal  components  were  concealing  the  signal  components 
^presenting  the  particles  in  the  bottle.    As  Dr.  Greist  further 
testified  on  page  2259  of  the  transcript,  he  would  be  happy  to  be 


infonned  as  to  why  the  low  frequency  components  existed.   It 
was  thus  not  obvious  to  Greist,  and  he  had  no  opinion  on  this 
matter,  even  after  he  had  the  opportunity  of  discussing  the  case 
with  counsel  for  plaintiff  to  prepare  for  his  testimony  in  this 

trial . 

Since  neither  Greist  nor  Stoate  appreciated  the   com- 
bination of  spatial   filtering  and  electronic   frequency  selection 
to  detect  particles  at  the  bottom  of  empty  bottles,    how  could 
a  person  of  ordinary  skill   in  the   field   of  bottle   inspection  be 
expected  to  appreicate   the   significance   of  adapting  any  teachings 
in  prior  patents   in  the   field  of  missile  and   star  tracking  to 
produce  a  bottle   inspecting   system  which  would  be  able  to  scan 
a  bottle  to  produce  a  utilizeable   signal  representing  a  particle 
in  the  bottom  of  the  bottle? 

Actually,    plaintiff  had   the  burden  of  establishing  that 
missile  or  star  tracking  and  bottle   inspection  constituted 
analogous  arts.        No  testimony  on  this  was   offered   by  plaintiff's 
president,   Husorae,    or  by  plaintiff's  experts,    Ryde   and  Greist. 
Since  plaintiff  offered  no  evidence   on  this  during  the   trial, 
plaintiff  did  not  assume   the  burden. 

The  non-analogous   relationship  betv^een  the  missile  and 
star  tracking  field  and  the  bottle   inspection  field  may  be   seen 
from  the  patents   in  these   fields.        None  of  the  missile  patents 
had  any  patents   relating  to  bottle   inspection  systems   cited  as 
Pi^ior  art  (Sxli.   DA);      nor,   prior  to  the    '640  patent-in-suit,    did 


any  of  the   patents   in  the  bottle   Inspection  field   (Exh.    CS)   have 
any  patents   relating  to  missile  or  star  tracking   cited  as  prior 
art.       It  was   only  when  the  disclosure  of  the  application  for  the 
patent- in- suit  showed  the  use   of  a  centered   reticle   system,    that 
the  patent  examiner  recognized   it  as  having  an  ancestor  in  the 
missile  and  star  tracking   field  and   cited   patents   from  the   latter 
field  against  the  application. 

Although  patents   relating  to  missile   tracking  were 
cited  against  the    '640  patent  during  the  prosecution  of  the    '640 
patent  in  the  United   States  Patent  Office,    defendant  constantly 
contended  in  the   Patent  Office    (Exh.    40)   that   the  missile   track- 
ing field  was  not  analogous   to  the  bottle   inspection  field.     While 
the  Examiner  in  the   Patent  Office  never  fonnally  ag2?eed  with 
defendant  in  defendant's   contention,    since   the    '640  patent 
eventually  issued,    there  is  at  least  a  strong  inference   that  the 
Examiner  eventually  accepted  defendant's  position. 

That  the   invention  of  the  patent-in-suit  was  a  very 
substantial  contribution  to  the  art   is  attested  by  its  widespread 
commercial  success   (Finding  No.   12(b);      R.   19^3)   and   the   fact   that 
all  prior  empty  bottle   inspectors   in  this   country  practically  dis- 
appeared  from  the  market   in  favor  of  defendant's  machines  and  by 
the  two  other  machines  which  were   later  devised   by  Wyman  and  his 
assistant  Husome   (Tr.    *ll8,    903-910),    both  with  knowledge   of 
machines  built   on  the   teachings   of  the   patent-in-suit. 

In  these   circumstances   for  the  District   Court   to  hold 
^he  patent  invalid  on  an  asserted  obviousness  by  combining  — 


through  hindsight   --   the   teachings   of  both  bottle   inspection 
and  missile   and   star  tracking  arts,    represents  a  complete   dis- 
regard of  the   situation  from  the  eyes   of  persons   of  ordinary 
skill  in  the  bottle   inspection  field.        It   further  represents 
an  erroneous  destruction  of  a  very  valuable   patent   under  the 
tests  even  recently  reiterated   by  the   Supreme   Court   of  the 
United  States   in  the   Graham  v.    John  Deere   case,    discussed   supra, 
and  many  other  authorities. 

E.         THE  DISTRICT   COURT  ERRED   IN  FAILING   TO   FIND 
THAT   PLAINTIFF'S  MACHINE   INFRINGED  THE 
PATENT- IN- SUIT 

1.  Having  Decided   that   the   Patent  was   Invalid 
under  an  Erroneous  View  of  V7hat   constituted 
Pertinent  Prior  Art,    the   District   Court 
Compounded   its   Error  by   Adopting   a  Narrovr 
View  of   the    Scope   of   the   Invention 

Once   the   District   Court  was   persuaded   that   the  prior 

art  should  be  defined  broadly  as   the   detection  of  objects  by 

electro-optical  means   (which  definition  would   comprehend  missile 

and  star  tracking  patents  as  prior  art  pertinent   to  the   invention 

of  the  patent-in-suit),    his  Honor  could   not   find   that   said 

invention  represented   a   substantial  advance   over  the   prior  art 

as  thus  broadly  defined.        The   Court   could,    and  did,    find   that 

each  element   of  the   particular  embodiment  disclosed   in  the   patent 

could  be   found   to  have   some   counterpart   in  such  broadly  defined 

prior  art   (See   Finding  No.    11,    R.    1942-1943). 

2.  When  the    Prior   Art   is   Limited    to   Patents 
in  the   Field   of  Bottle    Inspection,    the 
Invention  of  the   Patent-in-Suit  will   be 
Found   to   Represent   a  Great   Advance    in  such 
Field 


As  appellant  has  hereinabove  urged,  the  pertinent  prior 
art  relates  to  the  business  of  bottle  inspection,  as  the  opinion 
in  the  John  Deere  case,  decided  by  the  Supreme  Court,  indicates 
(see  quotations,  supra,  pages  37  and  38)  and  does  not  properly 
include  missile  and  star  tracking  patents.   Because  of  this, 
the  invention  of  the  patent-in-suit  will  be  found  to  represent 
a  most  substantial  advance  over  the  bottle  inspection  prior  art. 
This  was  the  first  time  that  anyone  had  provided  a  system  for 
detecting  particles  in  bottles  while  scanning  the  edges  of  the 
bottles.   It  was  also  the  first  time  that  anyone  had  provided 
for  inspecting  bottles  or  other  articles  by  means  of  a  centered 
optical  system,  to  provide  spatial  filtering,  in  canbination  with 
electronic  processing  of  the  signals  generated  through  such 
spatial  filtering,  to  discriminate  between  signals  representative 
of  a  particle  and  signals  caused  by  other  discontinuities  in  the 
bottom  of  the  bottle,  particularly  the  signals  generated  by  the 
edge  of  the  bottle.   This  bottle  inspection  system  of  the 
patent-in-suit  was,  thus,  a  completely  nevr  approach  to  the  pro- 
blems theretofore  encountered  by  persons  in  this  field,  including 
such  industrial  giants  as  RCA,  Coca-Cola,  Westinghouse  and  others 
whose  names  appear  as  assignees  of  prior  bottle  inspection 
patents  (See  the  collection  of  patents  constituting  Exhibit  CS). 
The  considerable  advance  provided  by  the  system  of  the  patent-in- 
suit  is  attested  by  the  fact  that  the  only  three  machines  on 
the  market  today  all  have  some  demonstrable  connection  with  the 
work  of  the  th2?ee  inventors  of  the  patent-in-suit. 


3.  In  Construing  a  Patent  for  the  purpose  of 
determining  whether  it  is  Infringed,  a 
Court  should  make  every  effort  to  accord 
it  such  Scope  as  is  commensurate  with  the 
Advance  its  Invention  had  made  over  the 
Prior  Art 

The  entire  doctrine  of  equivalents,  so  ably  explained 
by  the  Supreme  Court  of  the  United  States  in  Graver  Tank  &  Mfg.  Co, 
Inc.  V.  Linde  Air  Prods.  Co.,  339  U.S.  605,  70  S.Ct.  854,  re- 
presents a  specific  effort  on  the  part  of  the  courts  toward 
carrying  out  the  policy  of  construing  a  patent  to  render  its 
scope  coincident  with  its  contribution  to  the  art. 

It  is  thus  essential  that  a  Court,  faced  with  the 
question  of  infringement  of  a  patent,  first  detennine  the  extent 
of  the  contribution  of  the  inventors  of  the  patent  to  the  art. 
In  so  doing,  the  Court  is  simultaneously  undertaking  the  factual 
Inquiry  upon  the  results  of  which  it  may  or  may  not  conclude, 
as  a  matter  of  law,  that  the  subject  matter  patented  meets  the 
requirements  of  §  I03  of  Title  35,  U.S.C.,  discussed  supra, 
PP«  3^-35.   To  this  extent,  then,  the  Court  must  approach  the 
issue  of  infringement  simultaneously  with  the  issue  of  patent- 
ability from  the  standpoint  of  §  I03. 

4.  The  District  Court  Erroneously  First 
Determined  the  Issue  of  Infringement 
Apart  from  that  of  Validity  under  §  I03 

As  appears  from  the  District  Court's  colloquy  with 

counsel  during  oral  argument   (Tr.   2545-2548  on  April  I7,    I967), 

the  District  Court  apparently  had   first  determined   the   issue   of 

infringement  adverse   to  appellant  wholly  apart  from  determining 


JiQ 


the  contribution  of  the   system  of  the  patent   over  the   prior  art. 
Indeed,   his  Honor  questioned  whether^    if  he   found  non-infringe- 
ment,  it  V70uld   be   necessary   for  him  to   rule   on  the   question  of 
the  validity  of  the  patent   (Tr.   2545-2548).        It  v/as  only  after 
receiving  an  affirmative  answer  to  this   inquiry  and  having 
indicated  why  he  had   tentatively   found   no   infringement,    that 
the  Court  then  proceeded   to  take   up  the   issue   of  the  validity 
of  the  patent    (Tr.   2545-2548).        In  other  words,    the   Court 
actually  had  arrived   at  a  conclusion  respecting   infringement 
without   first  determining   the  advance  v;hich  the   patent   system 
represented   over  the   prior  art   --   a  determination  which  he   later 
proceeded   to  make   under  §   103,   when  dealing  with  the   validity 
of  the  patent. 

5.        The   District   Court  did   not  Understand  the 
Difference   betv/een  the    "Invention"   of  the 
Patent  and   the    "Embodiment"   of  the   Invention 
therein  Disclosed 

In  thus   reaching   the   conclusion  that   the   patent-in-suit 
was  not  infringed  without   first  ascertaining   the  advance  made   by 
the  patent   system  over  the   bottle   inspection  systems  disclosed 
in  prior  patents,    the   District   Court  had   only  attempted   to 
understand   the   particular  embodiment  of  the   invention  disclosed 
in  the  patent  and   had  assumed   that   the    scope   to  be  accorded   the 
patent  was  limited   essentially  to  such  patent  embodiment    (Tr. 
2587-2607  and  2644-2650).        Therein,    appellant   submits,    the 
District  Court   committed  a  most   serious  error. 

The  distinction  between  the    "invention"   of  a  patent 
and  the  preferred  embodiment   (or  in  the   I952  Act    "the   best  mode 


contemplated  by  the  invention  of  carrying  out  the  Invention" 
[35  U.S.C.  §112]),  has  long  been  recognized  by  the  Courts. 

See:   King-Seeley  Thermos  Co.  v.  Tastee  Freez  Industries. 
Inc.,  357  F.2d  875  (CA7,  I966) 
American  Technical  Machine  Corp.  v.  Caparotta, 

339  F.2d  557  (CA2,  1964) 
American  Photocopy  Equipment  Co.  v.  Ampto  Inc.. 
82  N.J.S.  531  (1964),  198  A. 2d  469 
Under  §112,  it  is  required  only  that  the  patent  specification 
contain  a  description  of  the  "invention",  and  of  the  manner  of 
making  and  using  it,  in  such  full,  clear,  concise  and  exact  terns 
as  to  enable  any  person  skilled  in  the  art  to  which  it  pertains, 
or  with  which  it  is  most  nearly  connected,  to  make  and  use  the 
same,  and  that  the  patent  specification  set  forth  "the  best  mode" 
contemplated  by  the  inventor  of  carrying  out  his  invention.   Thus, 
inherent  in  this  statutory  section  is  a  recognition  of  the  differ- 
ence between  "the  invention"  patented  and  the  "best  mode"  con- 
templated by  the  inventor  of  carrying  out  his  "invention". 

In  their  effort  to  comply  with  §112,  the  three  joint 
Inventors  went  to  great  length  in  the  specification  of  the  patent- 
In-suit  to  disclose  the  particular  embodiment  of  the  invention 
^•hich  they  had  built  and  sold  -  the  best  mode  contemplated  by 
the  three  joint  inventors  of  carrying  out  their  invention.   The 
IJistrict  Court  concluded: 

"***Further,  the  Court  concludes  that  the  description 
contained  in  the  patent  in  suit  is  sufficiently  clear  and 


concise  to  enable  one  skilled  in  the  art  to  construct 
the  disclosure  thereof."  (Conclusion  No.  I5,  R.  I957). 
But  the  full  extent  of  "the  invention"  can  only  be 
appreciated  by  comparing  that  particular  embodiment  with  the 
devices  disclosed  in  the  prior  patents  and  publications  relating 
to  bottle  inspection.   This  the  District  Court  did  not  do. 
Instead,  his  Honor  regarded  the  particular  machine  embodiment 
disclosed  in  the  patent  as  "the  invention"  and  determined  the 
issue  of  equivalence  with  respect  to  such  embodiment.   Thus,  in 
Finding  No.  22  (R.  194?),  the  Court  stated: 

"22.   Plaintiff's  machines  (the  allegedly  infringing 
303  and  Slimlight)  seek  the  same  end  result  of  detecting 
foreign  particles  in  a  container  as  does  the  machine  des- 
cribed in  defendant's  patent.   However,  the  means 
employed  by  the  SME  devices  to  reach  this  end  result  are 
dissimilar  from  those  taught  by  _the  patent -_in- suit .   The 
enumerated  respects  in  which  the  Court  finds  them  dis- 
similar are  set  forth  in  rather  telegraphic  reference  to 
the  wording  of  the  following  claims:"  (emphasis  added) 

The  District  Court  then  proceeded  to  enumerate  certain 
Inspects  in  which  it  found  that  plaintiff's  machines  did  not 
"leet  the  language  of  the  claims  relied  upon  by  defendant. 
Defendant  deals  below  with  the  principal  distinctions  thus 
enumerated  by  the  District  Court.   But  it  should  be  pointed 
o'^t  that  the  District  Court's  approach  to  the  issue  of  equiva- 
lency was  at  the  level  of  the  specific  mechanical  and  electronic 


means  of  the  "best  mode"  embodiment  disclosed  in  the  patentj 

instead  of  to  the  basic  and  novel  concept  of  "the  invention"  of 

the  patent -in- suit  for  detecting  particles  in  empty  bottles. 

Had  the  District  Court  understood  "the  invention",  as  distinguished 

fpom  "the  best  mode"  specifically  disclosed,  his  Honor  should 

have  seen  that  plaintiff's  machine  employs  such  basic  system 

and  that  the  particular  mechanical  and  electronic  means  employed 

In  each  instance  were  selected  by  plaintiff  to  enable  its  machine 

to  operate  in  such  system.   Thus: 

(a)  Plaintiff's  machine  admittedly  accomplishes 
spatial  filtering  by  a  centered  optical  system  by  which  light 
is  passed  through  the  bottle  being  inspected  and  reaches  the 
photocell  under  the  control  of  a  rotating  member  having  at  least 
one  light  segment  and  at  least  one  dark  segment  (Tr.  525-535; 
567-  570). 

(b)  Plaintiff's  machine  admittedly  separates  the 

DC  signal  component  from  the  AC  signal  component  of  the  signal 
developed  at  the  output  of  the  photocell  and  uses  a  predetermined 
decrease  in  the  DC  voltage  to  indicate  a  dark  colored  bottle  or 
the  presence  of  a  large  particle  in  the  bottle  (Tr.  585-596). 

(c)  The  AC  or  pulse  component  is  then  electronically 
processed  to  differentiate  between  a  signal  component  indicating 
the  presence  of  a  particle  and  signal  components  caused  by 

other  discontinuities  in  the  bottle  being  inspected  (Tr.  546-559, 
585-597). 

These  are  the  same  basic  system  steps  which  are 
accomplished  by  the  machine  disclosed  in  the  patent-in-suit,  and 


which  were  never  conjointly  accomplished  by  any  prior  bottle 
Inspection  system  patents.   When  this  fact  is  fully  appreciated, 
it  may  readily  be  seen  that  plaintiff's  machine  does  perform 
"substantially  the  same  function  in  substantially  the  same  way 
to  obtain  the  same  result"  under  the  tests  laid  down  by  Sanitary 
Refrigerator  Co.  v.  Winters,  280  U.S.  30,  42  and  Graver  Tank  & 
Mfg.  Co.,  Inc.  V.  Linde  Air  Products  Co.,  339  U.S.  605.   Whether 
the  details  by  v^hich  (a)  is  accomplished,  e.g.  by  reflective  or 
refractive  optics  or  by  a  single  spoke  or  multiple  spoke  reticle; 
and  by  which  (c)  is  accomplished,  e.g.  by  RC  or  LC  circuits  or 
by  a  pulse  or  alternating  current  signals  or  by  a  wide  band  or 
a  narrow  band  attenuation,  should  not  be  regarded  as  negating  the 
equivalence  of  plaintiff's  machine  system  to  that  basic  system 
taught  by  the  patent-in-suit,  and  thereby  avoid  infringement.   To 
do  so,  as  the  District  Court  did  here,  is  to  disregard  the 
following  language  of  the  Supreme  Court  of  the  United  States: 
"  *  *  *  But  courts  have  also  recognized  that  to 
pennlt  imitation  of  a  patented  invention  which  does  not 
copy  every  literal  detail  would  be  to  convert  the 
protection  of  the  patent  grant  into  a  hollow  and 
useless  thing.   *  *  *  Outright  and  forthright  duplica- 
tion is  a  dull  and  very  rare  type  of  infringement.   To 
prohibit  no  other  would  place  the  inventor  at  the  mercy 
of  verbalism  and  would  be  subordinating  substance  to 
form.   It  would  deprive  him  of  the  benefit  of  his 
Invention  and  would  foster  concealment  rather  than 


disclosure  of  inventions,  which  is  one  of  the 
primary  purposes  of  the  patent  system." 

Graver  Tank  &  Mfg.  Co.,  Inc ,  v.  Linde  Air 

Products  Co.,  339  U.S.  605,  70  S.Ct.  854,  at  p.  856 

FurtheiTnore,    the   inventors  actually  reduced   to  practice 
embodiments   incorporating  the  essential  differences  between 
plaintiff's  machine  and  defendant's  machine   prior  to  the   time 
that  the   '640  patent  was   filed.        After  r*educing  to  practice 
embodiments   incorporating  the   features   of  plaintiff's  machine, 
the  inventors   reduced   to  practice   the  embodiment  disclosed   in 
the   '640  patent  and  disclosed  this  embodiment  because  of  the 
belief  that  it  had   certain  advantages  over  the  prior  embodiments. 
The  inventors  certainly  could  not  have   intended  to  limit   the  dis- 
closure to  the  particular  embodiment   in  the    '640  patent   in  view 
of  the  fact  that   they  had  previously  reduced   to  practice   other 
embodiments. 

Bearing   in  mind  the  District   Court's  errors   in  its 
approach  to  the   issue  of  infringement,    i.e.,    its   failure   to 
appreciate  that  the  particular  machine  disclosed   is  only   "the 
best  mode"  of  practicing  the   inventions  and   not  the   invention 
itself,   and   its   failure   to  determine  equivalence  with  reference 
to  the  basic   inventive   system  and   not  with  respect   to  mechanical 
and  electronic  details,    we  deal  below  with  the   Court's  errors 
In  reference  to  such  details. 

The  discussion  belovr  relates   to  the  narrow   interpre- 
tation of  the  language   of  the   claims   by  the  District  Court.        In 


Appendix  D,    defendant  has   provided   an  analysis   of  the  different 

references  used   by  the   District   Court  and   an  analysis   of  the 

differences  between  the   system  of  the  patent-in-suit  and   such 

references. 

6.  The  District  Court  Erroneously  found  that 
Plaintiff's  Machines  did  not  Infringe  the 
Intent   or  the  Language  Expressed   in  the   Claims 

(a)      The   District   Court  Erroneously   found 
that   the    '640  patent  did   not  Disclose 
a   Reticle  v;ith  a   Single   Spoke 

It   is  difficult   to  conceive   that   the    '640  patent   should 
be  limited  to  a  multi-spoke   reticle.        This   is   especially  true 
since  the   same  principles  apply  to  a  single-spoke   reticle   as   to 
a  multi-spoke   reticle.        Furthermore^    the  patentees   successfully 
operated  their  bottle   inspector  with  single-spoke   reticles  prior 
to  filing  the    '640  patent   in  the   Patent   Office    (Tr.    481-486). 
Because  of  this,    it  would   have  made   no  sense   for  the  patentees   to 
limit  the    '640  patent   to  a  multi-spoke   reticle. 

Actually,    the    '640  patent   infers   in  the   specification 
that  a  single-spoke   reticle  may  be   used.        This  may  be   seen   from 
Column  5,    lines   39   to  45,    inclusive,    which  is   quoted   as   follows: 
"The  essence   of  these   various   reticle   patterns   is   that 
a  reticle  be   positioned   and   rotated    in  front   of  a  photo- 
cell so  that  all   of  the   information  bearing   light  or 
light   from  the  area  being   inspected   passes   through  the 
reticle   to   the   photocell  and   the   reticle   pattern  is 
such  that   in  the  area  being   inspected   any  point   is 
scanned  by  an  alternate   opaque   and   translucent   area 
Of  the   reticle." 


Even  a  reticle  with  a  single   spoke   falls  within  this  definition 
since  this  reticle   scans  any  point  in  the   field  of  view  alterna- 
tely with  an  opaque  area  and  a  translucent  area  in  each  revolution 
of  the  reticle. 

The  obvious   inclusion  of  a  single-spoke   reticle  within 
the  concept  of  the   invention  may  also  be   seen  from  the   testimony 
of  plaintiff's   experts,    Ryde  and  Greist.        As  both  Ryde  and  Greist 
testified.   Exhibit  CL  is  the   same  as   the  San  Marino  reticle  except 
that  the  light-passing  line  extends  diametrically  across  the 
reticle  instead  of  terminating  at   the   center  of  the   reticle 
(Tr.  1760,    1842-1845,    2221-2222).        Because  of  this.   Exhibit   CL 
produces  pulses  of  the   same  wave   shape  as   the   San  Marino  reticle 
but  produces  these   pulses  at   tv/ice   the    frequency  of  the   San 
Marino  reticle    (Tr.    1842-1845,    2221-2222). 

In  effect.  Exhibit  CL  is  the  same  as  the  San  Marino 

reticle  except  that   it  has   two  diametrically  disposed   reflecting 

lines  instead  of  one   radially  disposed   reflecting  line  as   in  the 

San  Marino  machine.        Furthermore,    both  Ryde   and   Greist   testified 

that  Exhibit   CL  is  within  the   concept   of  the    '640  patent   (Tr.    I760, 

1842-1845,    2221-2222).        Since   Exhibit   CL  is  within  the   concept 

of  the   '64o  patent,    it   follows   that  plaintiff's   single- spoke 

reticle  also  falls  within  that   concept. 

(b)      The   District   Court  Erroneously   found 
that  San  I4arino  does   not   produce 
Alternating   Current  within  the 
Relevant  Sense   of  the    '64o  patent 


The  District  Court   found   that    "plaintiff's  machines  are 
■^ot  concerned   about   rendering   an  alternating   current  signal 


output,  nor  is  the  rejection  of  a  bottle  based  upon  an  alterna- 
ting current  In  a  relevant  sense  as  taught  by  the  patent- in- 
sult" (R.  1952).   This  finding  by  the  District  Court  appears 
to  be  the  primary  basis  for  the  ruling  that  the  San  Marino  machine 
does  not  infringe  the  '640  patent.   It  is  the  only  basis  for 
the  finding  by  the  District  Court  that  Claim  22  in  the  '640 
patent  is  not  infringed . 

This  finding  by  the  District  Court  with  respect  to  non- 
infringement is  based  upon  a  change  of  a  single  electrical 
element  in  a  complex  piece  of  equipment  which  probably  has  more 
than  one  hundred  electrical  elements.   The  change  in  the  single 
electrical  element  does  not  cause  any  change  in  the  operation  of 
the  system  of  the  patent-in-suit  relative  to  the  system  of 
plaintiff's  machine  since  both  machines  provide  frequency 
selection  or  discrimination  (Tr.  1289-1293). 

Frequency  selection  or  discrimination  may  be  accomplished 
by  several  well-known  means.   One  of  such  well-known  means  con- 
stitutes a  combination  of  a  coil  (also  called  an  "inductor")  and 
a  capacitor  (Tr.  319-323,  333-334).    The  coil  is  designated 
symbolically  as  "L"  and  the  capacitor  is  designated  symbolically 
as  "c"  so  that  the  circuit  is  often  designated  as  an  "LC"  circuit 
(Tr.  333-347).   In  Figure  4  of  the  patent,  the  coil  82  and  the 
capacitor  80  constitute  an  "LC"  circuit  for  tuning  the  amplifier 
50  to  pass  signals  at  the  frequencies  representing  the  particles 
in  the  bottom  of  the  bottle  and  to  reject  the  signals  at  the 


frequencies  representing  edge  effects  and  other  undesirable 
effects  in  the  bottom  of  the  bottle  (Col.  4,  lines  54-65  of 
patent  3,133,640). 

Another  of   such  well-known  means   for  accomplishing 
frequency  discrimination  constitutes  a  combination  of  a  capacitor 
and  a  resistor   (Tr.   337-348,    385).        Since   the   resistor  is 
designated   symbolically  as    "R"_,    the   combination  of  the   capacitor 
and  the  resistor  is  represented   as   an   "RC"  circuit    (Tr.    348). 
Just  as  the  LC  circuit   formed   by   the   coil  82  and   the   capacitor  80 
in  the  patent-in-suit  are   connected   to  the   top  electrode   of  the 
tube  68  in  Figure   4,    an  RC   circuit   is   connected   to  the   bottom 
electrode  of  the   tube   in  Figure   4  (Tr.    3^0-351).        This  may  be 
seen  from  the   following   illustration  of  a  portion  of  the   circuit 
in  Figure   4  of  the   drawings   in  the   patent-in-suit: 


c^-Y 


In  the  amplifier  shown  in  Figure   4  of  the  drav/ings   in 
the  patent-in-suit,    frequency   selection   is   accomplished   primarily 
by  the  LC  circuit   since   the   LC   circuit   passes   the   signals  at 
the  frequencies   representing  the   particles   in  the   bottom  of  the 
bottle  and  attenuates   the   signals  at   the   other  frequencies 
^^^'  333-351).        However,    since   the   signals  produced  at   the   1< 


-OW 


frequencies   by   the   edge   and    other  effects    in  the   bottom   of  the 
bottle  have  a   relatively  great  amplitude,    further  attenuation  at 
these   frequencies    is   desirable    (Tr.    3^^0-351,    856,860).        This    is 
accomplished  by  including   the   RC  circuit   to  further  attenuate 
the  signals  at   the   relatively  lov:  frequencies   (Tr.    3^0-351). 
Furthermore,    in  developing   their  bottle   inspection 
system  to  the   forni  disclosed   in  the    '640  patent,    the   inventors 
at  times  used   RC  circuits   to  select   the    frequencies   representing 
particles   in  the  bottom  of  the   bottle   from  undesirable   effects 
which  produced   signal   components  at   other  frequencies   (Tr.    267, 
237I-2374).        The   system  operated   satisfactorily  when  the   RC 
circuits  were   used    (Tr.    267,    2371-237^).        The    inventors   used 
the  RC  circuits    in  the    '640   system  before    the   filing   of  the 
patent  application  ^^7hich  matured   into  the    '640  patent   (Tr.    267, 

2371-2374) . 

Plaintiff  uses  an   "RC"   circuit   in  its  machine    for 
frequency  selection  instead   of  an   "LC"   circuit.        In  other  words, 
an  inductance    "L"   in  the  amplifier  of  the    '640  patent   is   changed 
to  a  resistance    "R"   in  the  amplifier  of  the   San  Marino  machine. 
It  is  difficult   to   conceive   that   one  V70uld  avoid  a  patent  as 
basic  as  the    '640  patent  by   changing  a   single   electrical  element 
in  a  complex  structure.      (See   Neff  Instrument   Corporation  v. 
£ohu^lectronics,    Inc.,    298   F.2d   82,    89    (CA9,    I96I),    where   the 
equivalence   of   "LC"   and    "RC"   circuits  was    recognized   by   this 
Court) 


The  use  by  San  Marino  of  an  "RC"  circuit  and  the  use 
in  the  embodiment  of  the  '640  invention  of  an  "LC "  circuit  are 
dictated  in  large  part  from  an  electronic  standpoint  by  the 
number  of  spokes  on  the  reticle.   In  the  embodiment  of  the 
'640  patentj  a  multi-spoke  reticle  is  used,  preferably  v/ith  seven 
spokes.   When  the  seven-spoke  reticle  is  rotated  at  a  frequency 
of  157  cycles  per  second,  the  signal  components  representing  the 
particle  in  the  bottom  of  the  bottle  have  a  basic  frequency  of 
7  X  157  =  1199  cycles  per  second  and  also  have  frequencies  v/hich 
are  multiples  of  II99  cycles  per  second  (Tr.  I9O-20I,  I707,  I7IO, 
2228).   The  basic  frequency  of  1199  cycles  per  second  is  con- 
siderably removed  from  the  signal  components  at  frequencies  of 
200  cycles  per  second  and  less,  representing  undesirable  effects 
such  as  the  shadov:s  caused  by  edge  effects  in  the  bottom  of  the 
bottle  (Tr.  2228-2234).    The  frequency  of  II99  cycles  per  second 
is  also  considerably  removed  from  the  signal  components  at 
frequencies  of  approximately  5OOO  to  I50OO  cycles  per  second, 
representing  lettering  and  stippling  at  the  bottom  of  the  bottle. 

For  the  reasons  enumerated  in  the  previous  paragraph, 
in  the  particular  embodiment  of  the  invention  disclosed  in  the 
patent- in- suit,  only  the  signal  components  at  approximately 
1199  cycles  per  second  have  to  be  selected  to  detemiine  the 
occurrence  of  a  particle  at  the  bottom  of  a  bottle  (Tr.  2364- 
2376).   Actually,  the  embodiment  of  the  '640  patent  is 
advantageous  because  the  spatial  filtering  provides  the  major 
action  in  producing  the  signal  components  representing  a  particle 


in  the  bottom  of  a  bottle,  so  that  the  burden  on  the  electronics 
in  selecting  such  signal  components  is  minimized  (Tr.  2364-2376). 

By  v;ay  of  comparison,  the  San  Marino  reticle  rotates 
at  a  speed  of  200  cycles  per  second  and  has  a  single  mirrored 
line  (Tr.  532-538).   This  causes  the  San  Marino  machine  to 
produce  signal  components  at  a  basic  frequency  of  200  cycles  per 
second  and  at  harmonics  of  400,  600,  800,  etc.  in  representation 
of  a  particle  at  the  bottom  of  a  bottle  (Tr.  546-551).   Further- 
more, the  amplitude  (or  intensity)  of  the  signal  components  at 
200  cycles  per  second  Is  slightly  greater  than  the  amplitude  of 
the  harmonic  at  400  cycles  per  second;   and  the  araplitude  of  the 
hannonic  signal  components  at  400  cycles  per  second  js  slightly 
greater  than  the  amplitude  of  the  harmonic  at  600  cycles  per 
second,  etc.  (Tr.  2241-2256).    Accordingly,  it  is  desirable  to 
pick  up  the  signal  components  at  200,  400,  600,  etc.  cycles 
per  second  in  order  to  obtain  a  signal  of  optimum  strength 
(Tr.  2241-2256).    An  "RC"  circuit  is  effective  in  picking  up 
the  signal  components  of  the  basic  and  the  several  utilizable 
hamonic  frequencies  although  an  "LC"  circuit,  broadly  tuned  over 
the  desired  frequency  range,  might  also  be  used  (Tr.  2232-2234). 
Thus,  San  Marino  used  an  "RC"  circuit  to  provide  frequency 
selection  because  San  Marino  employed  a  scanning  reticle  v;ith  a 
single  mirrored  line. 

"RC"  circuits  were  commonly  knovzn  prior  to  1958  to 
Pi'ovide  frequency  selection  in  the  manner  obtained  by  San  Marino 
in  its  machine  (Tr.  2271-2272).    Furthermore,  men  skilled  in 


the  electronics  art  generally  appreciate   that    "LC"  circuits  and 
"RC"  circuits  may   be   used    interchangeably  to  select   particular 
frequencies  although  one  may  provide  a  different  degree   or 
characteristic   of  frequency   discrimination  over  that   obtainable 
by  the  other   (Tr.    344-345,    2232-2234).        Since   the   single-spoke 
reticle  of  San  Marino  is  within  the   scope   of  the    '640  patent  and 
since    "RC"   circuits  were   commonly  knovm  prior  to  1958,    the    '640 
patent  would  embrace   the   combination  of  a  single-spoke   reticle 
and  the  use   of   ''RC"   circuits   to  replace    "LC"   circuits.        This   is 
particularly   true   since   the  embodiment   of  the    '640  patent   included 
"RC"  circuits   to  provide   frequency  selection  for  attenuating  the 
signal  components  at   the   frequencies   representing  undesirable 
effects  such  as   the   shadows  produced  by  edge  effects  at  the 
bottom  of  the  bottle   (Tr.    3^0-351,    2230-2232). 

The  District   Court   considered   that   the   San  Marino 
machine   responded   to   "pulses"   rather  than  to    "alternating   current 
in  a  relevant   sense   as   taught  by  the   patent-ln-suit" .        The 
tenn  "alternating   current"   has  a  number  of  different  meanings 
dependent  upon  the   situation  in  v;hich  it   is   used.        For  example, 
the  term   "alternating  current"   in  one   interpretation  means  a 
sinusoidal  signal  at  a  particular  frequency   (Tr.    132-I38,    2223). 
The  term  in  the   broad   sense  means  any  type  of  variable   signal   to 
distinguish  it  from  a  steady  state   (or  dc)    signal   (Tr.    138-I54, 
1738-17^16,    2223).        In  this   interpretation,    a    "pulse"  would   be 
included  within  the  definition  of   "alternating   current"  as   con- 
stituting a  form  of   "alternating  current",    as  both  Ryde  and 
G^ist  admitted    (Tr.    1745,    2223).        In  any  event,    even  plaintiff's 


witnesses  admitted  that  a  pulse  at  least  had  alternating  com- 
ponents (Tr.  1295-1305,  1323-13^7,  1738-1746,  2223-2224). 

As  used  in  the  »640  patent  in  Column  2,  lines  6I  to 
54,  inclusive,  the  output  from  the  photocell  24  is  described  as 
being  "alternating  current".   However,  one  skilled  in  the 
electronics  art  would  appreciate  that  the  output  from  the  photo- 
cell not  only  includes  signal  components  at  the  basic  frequency 
of  1199  cycles  per  second,  but  also  at  har-monics  such  as  3597, 
5995,  etc.  cycles  per  second  (Tr.  2228    ).   Consequently, 
when  the  term  "alternating  current"  is  used  in  the  patent,  it 
would  be  understood  by  any  electronics  man  tomean  a  signal  with 
alternating  components,  like  a  pulse,  rather  than  a  sinusoidal 
signal  at  a  single  frequency.   This  interpretation  is  supported 
by  the  waveforms  shown  in  Figure  3  of  the  '640  patent  since  these 
waveforms  represent  a  "pulse"  at  the  output  of  the  photocell 
rather  than  a  sinusoidal  signal.   This  interpretation  is  further 
corroborated  by  the  testimony  of  Dr.  Greist  who  stated  that  the 
term  "alternating  current"  is  generally  used  by  the  patent 
literature  to  include  "pulses"  (Tr.  2223). 

San  Marino  successfully  ui?ged  upon  the  District  Court 
the  interpretation  of  the  sentence  in  Column  2,  lines  5I  to  54, 
inclusive,  and  the  sentence  in  Column  4,  lines  55  to  59,  inclusive, 
to  mean  that  the  '640  system  is  restricted  to  the  production  of  a 
single  frequency.   Because  of  the  fact  that  harmonics  are 
inherently  generated,  the  interpretation  of  these  sentences  should 
be  that  the  system  responds  to  signal  components  each  having  a 
fi^quency  which  is  an  integral  multiple  (such  as  1,  3,  5,  7,  etc.) 


of  the  speed  of  rotation  of  the  system  (157  cycles  per  second) 
times  the  nuiaber  (7)  of  alternate  light  and  dark  segments,  and 
that  the  system  responds  primarily  to  the  signal  components  at 
the  fundamental  frequency  of  1199  cycles  per  second  because  these 
signal  components  have  a  greater  amplitude  (or  intensity)  than  the 
signal  components  at  the  harmonic  frequencies. 

As  previously  indicated,  plaintiff's  experts  Ryde  and 
Greist  testified  that  Exhibit  CL  is  v/ithin  the  concept  of  the 
•640  patent  (Tr.  I76O,  1842-1845,  2221-2222).   As  further 
admitted  by  Ryde  and  Greist,  Exhibit  CL  produces  pulses  of  the 
same  shape,  but  twice  as  often,  as  the  reticle  in  the  San  Marino 
machine  in  representation  of  a  particle  in  a  bottle  (Tr.  1882, 
2256-2261).   On  this  basis,  if  defendant  produces  an  "alterna- 
ting current"  in  its  machine,  plaintiff  obviously  produces  the 
same  type  of  "alternating  current". 

As  Ryde  testified,  both  the  '64o  patent  and  the  San 
Marino  machine  produce  a  ti?ain  of  pulses  (Tr.  1742).   Ryde 
further  testified  that  the  production  of  a  train  of  pulses  is 
within  the  teachings  of  the  '640  system  (Tr.  1743).   The  train 
of  pulses  produced  by  the  San  Marino  machine  would  be  similar 
to  that  produced  by  the  '64o  system  so  that,  if  we  \ia.nt   to  call 
such  pulses  "alternating  current",  it  is  a  matter  of  terminology 
(Tr.  1744).   Ryde  further  testified,  it  would  be  reasonable  to 
call  the  pulses  "alternating  current"  in  the  San  Marino  machine 
if  we  call  the  pulses  "alternating  current"  in  the  '64o 
system  (Tr.  1744). 


Therefore,    contrary   to   the   finding   of   the   District 
Court,    the   testimony  of  plaintiff's   own  experts  discloses   that 
plaintiff's  machines  are    "concerned  about   rendering  an  alterna- 
ting current   signal   output",    and  are  also   concerned   about   reject- 
ing a  bottle    "based   upon  an  alternating   current   in  a  relevant 
sense  as   taught  by   the   patnet-in-suit" . 

(c)  The   District   Court  Erroneously   found 
that   the    Rejection  of  a  Bottle   by 
Plaintiff's  Machines   is   not  Dependent 
upon  an  Alternating   Signal   of  a  hoped- 
for  Particular  Frequency   or  a  Dis- 
criminated   Band    of  Frequencies 

The   District   Court   erroneously   found,    with   respect   to 

Claim  7,    that   the   rejection  of  a  bottle   by   plaintiff's  machines 

is  not  dependent   upon  an  alternating   signal   of  a  hoped-for 

particular  frequency   or  a  discriminated   band    of   frequencies 

(R.      19^8     ).        However,    plaintiff's    president  Husome   admitted 

that  plaintiff's  machine   provided    frequency   discrimination   to 

detect  a  particle    in   the   bottom   of  a   bottle    (Tr.    1288-1292). 

Husome   further  admitted   that   plaintiff's  machine   selected   signals 

having  frequencies   between  200   cycles   per  second   and   5003   cycles 

per  second  to  detect   such  particles   (Tr.    508-57I,    1311). 

(d)  The   District   Court   Erroneously   found 
that   Plaintiff's   Machines,    although 
Producing   an  Alternating   Current   Signal, 
is   concerned    only  with   the    Initial   Slope 
of  the   First   Pulse   and    is   not   concerned 
with  Matters   of  Frequency   or   Ptepetitive 
Pattern 

The   District   Court   also  erroneously   found,    vilth   respect 

to  Claim  7,    that  plaintiff's  machines,    although  producing  an 


alternating  current  signal,    are   concerned   only  v^ith  the   initial 
slope  of  the   first  pulse  and  are   not   concerned  with  matters   of 
frequency  or  repetitive  pattern  ( R.    19^18).        However,   Husorae 
admitted  that  the   slope   of  a  signal  is  dependent  upon  the   fre- 
quency components   in  the   signal   (Tr.    1295-1305,    1323-13^7).        As 
the  slope   of  the   signal  increases,    the   frequency  components  at 
the  high  frequencies   increase   (Tr.   1323-134?).        In  effect,    the 
frequency  components  in  the   signal   control  the   slope   (Tr.   1323- 

1347). 

(e)  The  District  Court  Erroneously  found 
that  Progressive  Segments  of  the 
Scanning  Member  in  Plaintiff's  Machines 
do  not,  at  all  times  during  the  Complete 
Inspection  Period,  include  the  Center  of 
the  Bottle  and  Progressive  Portions  of 
the  Periphery  of  the  Bottle 

The  District  Court  erroneously  found  that  plaintiff  does 
not  infringe  Claims  9,    18,  20  and  21  because  progressive  "segments 
of  the  scanning  member  do  not,  at  all  times  during  the  complete 
inspection  period,  include  the  center  of  the  bottle  and  pro- 
gressive portions  of  the  periphery"  ( R.  19^9,  1950,  1951,  1952). 
In  such  finding  the  District  Court  has  added  the  phrase  "at  all 
times"  to  language  taken  from  Claim  9. 

Actually,  as  Ryde  admitted  (Tr.  1761-1777),  the  San 
Maine  machine  directs  the  energy  from  the  light  source  to  the 
photocell  "along  progressive  segments  of  the  bottom  of  the  bottle 
where  the  progressive  segments  include  the  center  of  the  bottom 
Of  the  bottle  and  progressive  portions  of  the  periphery  of  the 
t>ottle..."  (quoting  from  Claim  9).   Hyde  further  admitted 


(Tr.  I76I-I777)  that  this  occurs  continuousD.y  through  a  period 

constituting  more  than  one  (l)  revolution  of  the  reticle  or 

scanning  member  in  the  San  Marino  machine.   In  each  revolution 

of  the  reticle  or  scanning  member,  plaintiff  produces  a  pulse  in 

representation  of  a  particle  in  the  bottom  of  the  bottle.   Since 

plaintiff  requires  only  a  single  pulse  to  reject  a  bottle  (Tr. 

2224),  plaintiff  effectively  scans  "along  progressive  segments  of 

the  bottom  of  the  bottle  where  the  progressive  segments  include 

the  center  of  the  bottom  of  the  bottle  and  progressive  portions  of 

the  periphery  of  the  bottle". 

(f)   The  District  Court  Erroneously  found 

that  the  Scanning  Area  of  the  Mirrored 
Line  in  Plaintiff's  Scanning  Member  is 
not  "Substantially  Greater"  than  the 
Size  of  the  Particle  Sought  to  be 
Detected 

The  District  Court  erroneously  found  that  San  Marino 
does  not  infringe  Claims  18  and  21  because  the  scanning  area  of 
the  mirrored  line  in  plaintiff *s  scanning  member  is  not  "sub- 
stantially greater"  than  the  size  of  the  particle  sought  to  be 
detected  (R.  I95O,  1952).   Admittedly,  the  scanning  area  of  the 
mirrored  line  in  the  San  Marino  reticle  is  not  as  great  as  the 
area  of  each  segment  in  the  reticle  of  the  '640  patent.  Hov;ever, 
Ryde  admitted  that  the  scanning  area  of  the  mirrored  line  in  the 
San  Marino  reticle  is  approximately  tv70  or  three  times  greater 
than  the  areas  of  some  small  particles  detected  by  the  San  Marino 
machine  (Tr.  I80I-I806).   This  is  particularly  true  when  the 
particle  is  projected  on  the  mirrored  line  of  the  San  Marino 


machine  since  this  tends  to  decrease  the  effective  size  of  the 

particle  (Tr.  l8o4-l8o6).   A  relationship  of  2:1  or  3:1  between 

the  area  of  the  mirrored  line  in  the  San  Marino  machine  and  the 

area  of  the  particle  certainly  should  come  within  the  definition 

of  "substantially  greater"  in  Claims  18  and  21. 

(g)  The  District  Court  Erroneously  found 
that  the  San  Marino  Machines  are  not 
concerned  X'/ith  particular  Levels,  or 
Magnitudes,  of  an  AC  Signal  produced 
by  the  Photocell  as  taught  by  the 
Patent-in-Suit 

The  District  Cour»t  further  erroneously  found  that 
San  Marino  did  not  infringe  Claim  18  because  the  San  Marino 
machines  "are  not  concerned  v/ith  particular  levels,  or  magnitudes, 
of  an  AC  signal  produced  by  the  photocell  as  taught  by  the  patent 
in  suit.   Plaintiff's  machines  are  responsive  only  to  the  rate 
of  change  of  magnitudes  of  a  pulse  and  not  the  ultimate  magnitude 
of  the  pulses"  (R.  1951). 

As  with  most  of  the  Court's  findings  on  the  question  of 
non- infringement,  this  finding  is  directly  opposite  to  the 
admissions  made  by  plaintiff's  witnesses.   For  example,  Husome 
admitted  that  the  slope  of  a  signal  is  dependent  upon  the  fre- 
quency and  magnitude  of  the  frequency  components  In  the  signal 
(Tr.  1295-1305,  1323-1347).   As  the  slope  of  a  signal  increases, 
the  frequency  of  the  signal  components  in  the  signal  increases 
(Tr.  1295-1305,  1323-1347).   Because  of  this,  "rate  of  change" 
is  synonymous  with  frequency  selection.   As  Husome  further 
admitted  (Tr.  508-57I,  1311),  San  Marino  selected  the  signal 


components  betv;een  approximately  200  cycles  and  5OOO  cycles  per 
second  to  detect  the  presence  of  a  foreign  particle  in  the  bottom 
of  a  bottle.   In  selecting  the  signal  canponents  between  200 
cycles  and  5OOO  cycles  per  second,  San  Marino  detected  the 
amplitudes  of  these  signal  components  to  deteiTnine  the  presence 
of  a  foreign  particle  in  the  bottom  of  a  bottle  (Tr.  I295-I305, 
1323-I347).   Thus,  San  Marino  is  "concerned  with  particular 
levels,  or  magnitudes,  of  an  AC  signal  produced  by  the  photocell", 

(h)   The  District  Court  Erroneously  found 
that  Plaintiff's  Machines  do  not  use 
an  Amplifier  Means  Tuned  to  a  Specific 
Frequency  Range 

The  District  Court  erroneously  found,  v/ith  respect  to 

Claim  23,  that  plaintiff's  machines  "do  not  use  an  amplifier 

means  tuned  to  a  specific  frequency  range"  ( R.  1953).   The 

District  Court  predicated  this  holding  upon  a  hypercritical 

meaning  of  the  wo2?d  "tuned".   As  the  District  Court  admitted 

in  paragraph  (b)  relating  to  Claim  23  ( R.  1953   ),  the  San 

Marino  machines  "set  up  frequencies  ranging  from  200  to  500^^ 

cycles  per  second".   Certainly  the  selection  of  frequencies 

within  a  particular  range  comes  within  the  meaning  of  the  claim 

or  constitutes  an  equivalence  of  such  meaning. 

(i)  The  District  Court  Erroneously  found 
that  the  Center  (Axis)  of  Rotation  of 
the  Rotatable  Means  is  not  actually 
disposed  within  the  Bottom  of  the 
Container 

The  District  Court  cited,  as  one  of  the  reasons  for 

erroneously  finding  Claims  9  and  24  non- infringed,  that  the 


6q- 


"center  (axis)  of  rotation  of  the  rotatable  means  is  not  actually 
disposed  within  the  bottom  of  the  container"  ( R.  19^9,  1953). 
There  is  a  considerable  difference  between  a  center  of  rotation 
and  an  axis  of  rotation.   As  Ryde  admitted,  a  center  of  rota- 
tion constitutes  a  single  point  whereas  an  axis  of  rotation 
constitutes  a  line  (Tr.  I830).   Certainly,  the  reticle  in 
plaintiff's  machine  has  a  point  v^here  the  axis  of  rotation  of 
the  reticle  intersects  the  line  extending  through  the  center 
of  the  light  source  and  the  center  of  the  lens  (Tr.  1834).  This 
point  may  be  considered  as  the  center  of  rotation  of  the  reticle 
within  the  meaning  of  the  language  in  Claims  9  and  24. 

Actually,  the  term  "center  of  rotation"  was  used  in 
Claim  9  in  an  attempt  to  define  a  centered  optical  system.   As 
the  District  Court  admitted  in  paragraph  (b)  relating  to  Claim  9, 
the  optical  axis  in  the  San  Marino  machine  does  lie  within  the 
periphery  of  the  bottom  of  the  bottle  ( R.  1949,  I950).   Because 
of  this,  San  Marino  does  come  within  the  intent  of  the  language 
in  Claims  9  and  24. 

(j)  The  District  Court  Erroneously  found 
that  Plaintiff's  Scanning  Member  does 
not  have  Alternate  Radial  Opaque  and 
Translucent  Areas 

In  erroneously  finding  Claim  24  to  be  non- infringed, 

the  District  Court  ruled  that  plaintiff's  scanning  member  "does 

f^ot  have  alternate  radial  opaque  and  translucent  areas"  ( R.  1953). 

The  District  Court  predicated  this  holding  in  part  on  the  basis 


that  reading  "the  patent  as  a  whole,  the  term  "areas"  means  more 
than  one  with  respect  to  both  opaque  and  translucent  respectively". 
This  has  been  discussed  in  detail  in  paragraph  (a)  above. 

The  District  Court  also  held  that  the  opaque  area,   in 
plaintiff *s  machine  does  not  extend  "in  a  radial  direction  out 
from  the  center  in  the  same  or  similar  sense  as  the  opaque  areas 
of  the  scanning  disc  disclosed  by  the  patent  in  suit"  ( R.  1953). 
This  is  again  being  hypertechnical.   Although  the  opaque  areas  in 
the  '640  patent  start  like  a  pie  at  the  center  of  the  reticle, 
the  tenn  "radial"  is  not  intended  to  be  limited  to  such  a 
configuration.   It  was  certainly  intended  to  cover  plaintiff's 
scanning  line  since  plaintiff's  scanning  line  bisects  the 
scanning  member  and  has  boundaries  only  1/64"  on  opposite  sides 
of  the  center  of  the  scanning  member. 


F.        SUI#IARY  AND  CONCLUSION 

As   hereinabove  explained,    the   District  Court  arrived 
at  erroneous   conclusions   concerning   the   issues   of  validity  and 
infringement   through  an  Improper  approach  to  these   issues.        The 
Court  strove  diligently  to  understand   the   particular  embodiment 
of  the  invention  disclosed   in  the   patent-in-suit  and    regarded 
that  embodiment  as   constituting  the    "invention".        Laying  aside 
initially  the  matter  of  the   validity  of  the  patent  under  §   103  of 
Title  35j    the  District   Court  then  sought   to  understand   the 
operation  of  plaintiff's  machine   and   to  compare   such  machine   and 
its  operation  v:lth  the  machine   embodiment  and    its   operation  as 
disclosed   in  the  patent-in-suit.        Noting   certain  technical 
differences,    such  as   the   single-spoked   reticle,    the   use  of 
reflective.    Instead   of  refractive,    optics,    the   use   of  RC   instead 
of  LC  circuits,    and   certain  differences   in  the  electronic   pro- 
cessing of  the   results   of  the   spatial   filtering  accomplished   by 
both  plaintiff's  and   defendant's   reticles,    the  District   Court 
concluded   that  plaintiff's  machines  were   not   sufficiently 
identical  to  the  machine  embodiment  of  the   patent,    and   hence, 
did  not  infringe   the   latter.        In  this   approach,    then,    the 
District  Court  erroneously  took  a  very   restricted   view  of  what 
the  patent  covered. 

The  District   Court  then  turned   to  the   issue   of  validity 
where,  we   submit,    it   committed   further  error  in  accepting 
plaintiff's  assumption,    unsupported   by  any  evidence,    that   the 


relevant  prior  art  was  far  broader  than  patents  and  publications 
involving  bottle  inspections  and  included  such  patents  as  those 
in  the  missile  and  star  tracking  fields.   Such  assumption  runs 
squarely  contrary  to  the  guidance  offered  by  the  John  Deere 
case  as  to  what  properly  constitutes  prior  art.   The  District 
Court  also  held  improperly  that  the  missile  and  star  tracking 
patents  were  analogous  art  to  that  of  bottle  inspection  even 
though  a  contrary  finding  should  have  been  made  on  the  basis  of 
the  testimony  of  plaintiff's  v^itnesses  and  on  the  basis  of  the 
considerable  differences  betv/een  missile  or  star  tracking  and 
bottle  inspection.   Through  the  cumulation  of  these  errors,  the 
District  Court  found  the  machine  of  the  patent  obvious,  and 
hsnce,  invalid  under  §103  and  did  so  as  an  afterthought,  sub- 
sequent to  reaching  its  conclusion  that  there  was  no  infringe- 
ment. 

As  we  have  attempted  to  point  out  in  this  brief,  how- 
ever, the  District  Court  should  first  have  ascertained  the  extent 
of  the  inventors'  contribution  to  the  relevant  art,  namely,  that 
relating  to  the  bottle  inspection  field.   In  so  doing,  the 
District  Court  would  have  found  that  the  patent- in-suit  was  the 
first  in  that  art  to  disclose  a  centered  optical  system  which 
provided  spatial  filtering  and  then  electronically  processed 
signals,  developed  at  the  output  of  a  photocell  through  such 
spatial  filtering,  to  discriminate  between  signals  produced  by 
^he  presence  of  a  foreign  particle  and  unwanted  and  interfering 


signals  produced  by  other  discontinuities  in  the  bottle  being 
inspected^  such  as  interfering  signals  produced  by  the  edge  of 
the  bottle.   This,  then,  is  the  invention  of  the  patent  --  with 
the  specific  machine  and  circuit  disclosure  of  the  patent  simply 
being  "the  best  mode"  known  by  the  inventors  at  the  time  of 
filing  their  application  for  practicing  said  invention.   Such 
invention  was  not  obvious  to  persons  skilled  in  the  bottle 
inspection  art,  as  the  District  Court  admitted.   Hence,  the 
patent  is  valid  under  §103. 

When  this  broader  viev:  of  "the  invention"  of  the  patent 
is  understood  and  adopted,  it  is  then  also  quite  simple  to 
appreciate  that  the  plaintiff's  machines  utilize  fully  the 
invention  of  the  patent-in-suit,  although  they  may  employ  the 
different  mechanical  and  electronic  expedients  noted  by  the 
District  Court.   However,  such  mechanical  and  electronic 
expedients  are  equivalent  to  those  disclosed  in  the  patent  for 
the  reasons  explained  in  this  brief.   Reading  the  claims  as 
broadly  as  the  scope  of  the  invention  justifies,  this  Court 
should  readily  find  that  plaintiff's  machines  are  covered  by 
one  or  more  of  these  claims,  and  hence,  infringe  the  patent- 
In-suit. 

Rarely  does  a  patentee  prove  the  Issues  of  validity 
and  infringement  through  the  admissions  of  the  infringing 
Party's  witnesses.   This  is  such  a  case.   On  essentially  all 


of  the   important  points   in  this   case,    defendant   has   supported 
its  position  by  citing  testimony  of  plaintiff's  v/itnesses, 
Husome,    Stoate,    Ryde  and  Greist,  in  cross-examination.        These 
admissions   should  be  afforded   far  greater  credence   than  any 
testimony  which  such  witnesses  may  have  given  on  direct 
examination  since   such  admissions   represent  the   true  positions 
of  the  witnesses   rather  than  the  positions  adopted   by  plaintiff 
and  mouthed  by  the  witnesses. 

Appellant  submits,    therefore,    that   the   judgment  of 
the  District   Court  holding  the   patent-in-suit   invalid   and   not 
infringed  by  appellee's  machines   should  be   reversed. 

DATED:   MAY  13,  1968. 

Respectfully  submitted, 
SMYTH,  ROSTON  &  PAVITT 

By  __  

Ellsv/orth  K.  Roston 
Attorneys  for  Appellant 
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APPENDIX  A 

The  District  Court  made  the  following  findings  of 
fact  with  respect  to  the  prior  art: 

"11.   The  Court  finds  that  each  of  the  elements  of 
the  patent  in  suit  as  hereinabove  discussed  was  well  known 
In  the  prior  art: 

(a)  A  centered  optical  system^  including  a 
disc  providing  a  radial  scan,  is  disclosed  in  the  British 
patent  No.  517,229  issued  to  Stoate  January  24,  1940,  and 
United  States  patent  No.  3,034,405  filed  October  13,  1953, 
and  issued  to  Bibennan,  et  al..  May  15,  I962. 

(b)  The  use  of  DC  to  detect  large  objects  in 
a  container  is  disclosed  by  Stoate  '229;   United  States  patent 
No.  2,265,037  issued  to  Gulliksen  December  2,  194l;   United 
States  patent  No.  2,439,490  issued  to  Schell  April  13,  1948. 

(c)  The  use  of  AC  to  detect  foreign  objects 
is  disclosed  by  United  States  patents  to  Fitz-Gerald  No. 
2,016,036;  Biberman  No.  3,034,405;   Schell  No.  2,439,490; 
and  VJeathers  No.  2,427,319.   The  art  of  attenuating  signal 
components  having  undesirable  frequencies  in  an  AC  signal 

to  emphasize  other  signal  components  having  a  particular 
frequency  or  frequencies  in  the  AC  signal  is  well  known. 
The  art  of  emphasizing  the  signal  components  having  the 
particular  frequency  or  frequencies  in  the  AC  signal  is  also 
well  known. 


(d)  The  Stoate  '229  patent  discloses  a  DC 
system,  but  does  not  disclose  or  contemplate  the  concept  of 
spatial  filtering  for  the  generation  of  signal  canponents  of 
different  frequencies  and  the  selection  by  electronic 
techniques  of  the  frequency  or  frequencies  representing  small 
particles  in  the  bottom  of  the  bottle. 

(e)  The  Biberman  »405  patent  discloses  a 
missile  or  star  tracking  system  but  does  not  disclose  a 
bottle  inspection  system.  The  Biberman  '405  patent  is  the 
only  reference  specified  in  paragraphs  11(a),  11(b)  and 
11(c)  of  the  Findings  of  Fact  that  discloses  a  centered 
optical  system  with  a  radial  scan  for  providing  spatial 
filtering."  (Finding  No.  11  (a)-(e);   R.  1942,1943). 

"l4.   Of  the  above-mentioned  prior  art  references, 
only  Fitz-Gerald  'O36  was  before  the  United  States  Patent 
Examiner.   However,  the  Patent  Office  cited  references  dis- 
closing centered  optical  systems  with  radial  scans  in  the 
field  of  star  tracking  and  missile  tracking  systems,  and  the 
defendant,  through  its  attorneys,  called  other  similar 
references  to  the  attention  of  the  Patent  Office.   Such 
references  further  disclosed  the  concept  of  spatial  filtering 
in  the  star  tracking  and  missile  tracking  field.   The  '640 
patent  was  granted  over  such  references.   (Finding  No.  14; 
R.1944). 


"15.   Upon  review  of  the  evidence  adduced^  the  Court 
finds  that  the  following  patents  are  part  of  the  relevant 
prior  art: 

(a)  Stoate  '229  teaches  the  use  of  a  centered 
optical  system  with  a  rotatable  scanning  member  having  a 
single  radial  slit.   The  scanning  member  is  disposed  above 
the  bottle  being  inspected,  with  its  axis  of  rotation  coin- 
cident with  the  common  axis  of  a  light  source,  bottle  and  a 
photocell.  *  *  * 

(b)  Biberman  '405  discloses,  in  a  star  track- 
ing or  missile  tracking  system,  a  centered  optical  system  includ- 
ing a  reticle  with  alternately  disposed  opaque  and  translucent 
areas  for  the  detection  of  a  foreign  object  in  a  field  of 

view.   Biberman  '405  further  suggests  the  use  of  AC  circuitry 
tuned  to  a  particular  frequency  to  detect  a  foreign  object 
in  a  field. 

(c)  Schell  '490  and  Weathers  »319  teach  the 
combination  of  an  AC  signal  for  the  detection  of  small  foreign 
particles  in  a  field  of  view,  and  a  threshold  or  DC  level 
signal  for  the  detection  of  opaque  bottles  and  laiTge  particles 
in  bottles.   Further,  the  Weathers  patent  discloses  the  detec- 
tion of  foreign  particles  in  the  field  of  view  by  use  of  a 

tuned  circuit."  (Findings  Nus.  15(a),  (b)  and  (c);  R.  1944-I945). 

"17.   The  detection  of  objects  in  a  field  of  view  in 
the  star  tracking  or  missile  tracking  field  occurs  in  a 


relatively  homogeneous  background.   The  detection  of  a  small 
foreign  particle  in  the  bottom  of  a  bottle  occurs  in  a 
substantially  non-homogeneous  background,  especially  since 
the  signal  components  produced  by  scanning  the  edges  of  the 
bottle  have  a  much  greater  intensity  than  the  signal  compon- 
ents produced  by  scanning  small  particles  in  the  bottom  of 
the  bottles.   Nonetheless,  the  Court  finds  that  both  come 
within  the  art  here  concerned  as  defined  in  paragraph  9 
hereof.   (Finding  No.  17;   R.  1945^  1946). 

"18.   Some  of  the  problems  presumably  encountered 
and  solved  in  the  development  of  the  defendant's  alleged 
Invention  were  previously  recognized  and  solved  by  others  in 
the  field  of  missile  or  star  tracking  prior  to  the  filing 
of  the  '640  patent  application  by  the  inventors.   Other 
such  problems  were  previously  recognized  and  solved  in  the 
field  of  bottle  inspection  prior  to  the  filing  of  the  patent 
application  by  the  inventors.   Some  of  the  problems  specific 
to  the  bottle  inspection  field,  including  the  effects  of  the 
edge  of  the  bottle,  were  neither  recognized  nor  solved  by 
others  prior  to  the  filing  by  the  Inventors  of  the  patent 
application  which  matured  into  the  »64o  patent.   (Finding 
No.  18;  R.  1946). 

"19.   The  Court  finds  that  both  Williams  and  Calhoun, 
the  named  co-inventors  of  the  patent  in  suit,  possessed  at 


least  ordinary  skill   in  the  guided  missile  and  missile   track- 
ing field,   wherein  the  use  of  sj^ked   z^ticle-AC  systems   for  the 
electro-optical  detection  of  objects  against  a  background  was 
«ell  known  prior  to  filing  the  patent  application  for  the 
patent  in  suit.    .  »  ."       (pinning  No.   19;      R.   1946,    I947). 
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APPENDIX   C 

The  District  Court  made  the  following  conclusions  of 
law: 

■  "4.   35  U.S.C.A.  Section  282  provides  in  part, 
'A  patent  shall  be  presumed  valid.   The  burden  of  establish- 
ing invalidity  of  a  patent  shall  rest  on  a  party  asserting 
it'.   Plaintiff  herein  is  charged  with  that  burden. 

"S.   Whether  arts  are  analogous  depends  upon  the 
similarity  of  their  elements  and  purpose.   If  elements  and 
purpose  in  one  art  are  so  related  and  similar  to  those  in 
another  art  that  the  relationship  would  appeal  to  the  mind  of 
a  person  having  mechanical  skill  and  knowledge  of  the  pur- 
poses of  the  other,  then  the  arts  may  be  said  to  be  analogous. 
The  nature  of  the  art  or  field  of  interest  we  are  here 
concerned  with  is  the  detection  of  objects  in  a  field  of 
view  by  electro-optical  techniques,  rather  than  being  limited 
to  the  bottle  inspection  field.   (See  also  Finding  No.  9.) 

"6.   Electro-optical  systems  for  the  detection  of 
objects  in  the  sky,  detection  of  material  moving  on  a  con- 
veyor, detection  of  the  presence  of  objects  moving  on  the 
ground,  and  detection  of  objects  in  a  container,  all  are 
systems  which  reside  in  an  analogous  art,  and  such  systems 
employ  similar  elements  in  a  similar  relationship  for  a 


similar  purpose.   Further,  such  systems  are  related  by  the 
end  object  of  seeking  to  detect  an  object  having  distinct 
light  or  dark  characteristics  in  a  background  of  different 
light  or  dark  characteristics.    (See  also  Finding  No.  10.) 

"7.   Both  parties  have  properly  characterized  the 
patent  in  suit  as  a  combination  patent.   In  construing  the 
patent,  it  must  be  read  as  a  whole  and  the  claims  interpreted 
in  the  light  of  the  specifications. 

"8.   The  evidence  establishes  and  the  Court  concludes 
that  each  element  of  the  patent  in  suit  is  anticipated  in 
prior  art  references  as  such  prior  art  is  defined  in 
Conclusions  5  and  6  hereof.   No  single  element  of  the  patent 
in  suit  constitutes  invention.   Scrutiny  of  combination 
claims  should  be  even  more  detailed  when,  as  with  the  patent 
in  suit,  the  old  elements  have  been  previously  employed  in 
a  similar  relationship  for  a  similar  purpose,  or  when  the 
elements  perform  the  same  function  in  combination  as  out  of  it. 

"9.   Even  if  all  the  claims  here  in  issue  disclosed 
the  combination  of  all  of  the  elements  of  the  alleged  inven- 
tion, each  of  such  claims  would  be  invalid  for  lack  of 
invention  over  the  prior  art  here  concerned.    'A  patent  for 
a  combination  v/hich  only  unites  old  elements  with  no  change 
in  their  respective  functions,  .  .  .  obviously  withdraws  what 


already  is  known  into  the  field  of  its  monopoly  and  diminishes 
the  resources  available  to  skillful  men. ' 

Farr  Co.  v.. American  Air  Filter  Co.,  318  F.2d  5OO, 
503  (9th  Cir.  1963). 

"10.   The  validity  of  the  '640  patent  depends  on 
the  disclosure  of  a  combination  that  'produces  in  some  way  or 
manner  a  surprising  or  unusual  result  which  would  not  have 
been  expected  by  a  person  having  ordinary  skill  in  the  art.* 

Canadian  Inge rs oil -Rand  Company  v.  Peterson 
Products  of  San  Mateo,  223  F.  Supp.  803,  808 
(N.D.  Calif.  1963). 
The  patent  in  suit  does  not  meet  this  test.   The  results  of 
combining  elements  as  was  done  in  the  '640  patent  would  be 
obvious  to  one  of  ordinary  skills  in  the  art  of  detecting 
objects  in  a  field  of  viev/  by  electro-optical  techniques. 

"11.   No  claims  in  the  patent  are  so  broad  as  to 
purport  to  include  each  of  the  elements  of  the  combination 
that  the  defendant  contends  for  its  patent,  as  set  forth  in 
Finding  of  Fact  No.  4. 

"12.   All  of  claims  7  to  I5,  inclusive,  and  17  to  24, 
Inclusive,  are  invalid  as  being  obvious  under  35  U.S.C.A. 
Section  103. 


"13.   If  the  missile  and  star  tracking  field  cannot 
be  prxjperly  considered  with  the  bottle  inspection  field  as  a 
single  art  of  detecting  objects  in  a  field  of  view  by  electro- 
optical  techniques,  the  system  disclosed  and  claimed  in  the 
»640  patent  constitutes  an  invention  over  the  prior  art 
relating  to  bottle  inspection,  and  the  patent  is  valid.  (R. 1954- 
1956).    *  *  *  * 

"18.   The  burden  of  proof  is  upon  the  one  asserting 
infringement  to  establish  the  infringement  of  a  patent  by  a 
preponderance  of  the  evidence. 

"19.  Where  the  elements  of  the  patent  are  found  in 
various  prior  patents  in  the  sane  art  or  field  of  interest, 
the  patent  v;ill  be  construed  strictly  according  to  its  terais. 
The  terms  in  a  patent  must  be  strictly  construed  against  the 
patentee  in  determining  infringement.   Claims  must  be  con- 
strued not  only  in  the  light  of  the  specification  and  drawings, 
but  also  with  reference  to  the  file  history;   claims  must 
always  be  explained  by  and  read  in  conjunction  with,  the 
specification  and  in  the  light  of  definitions  and  admissions 
made  by  the  applicant  in  Patent  Office  proceedings. 

"20.   In  order  for  a  patent  to  be  infringed,  each  and 
every  element  of  at  least  one  of  the  claims  of  the  patent  must 
find  its  counterpart  in  the  accused  device,  a  situation  that 
is  not  present  here  as  to  any  claim. 


"21.   In  order  to  constitute  equivalency  of  devices, 
it  must  be  established  that  the  same  or  similar  functions 
are  performed  In  substantially  the  same  way  or  manner  or  by 
the  same,  or  substantially  the  same,  principle  or  mode  of 
operation.   Although  the  device  disclosed  In  the  '640  patent 
and  the  SME  devices  are  similar  from  the  standpoint  of  result 
(or  function)  (save  the  neck  detection  function  of  the  SME 
machines,  a  capability  not  achieved  by  defendant's  device), 
they  are  dissimilar  as  to  the  means  of  achieving  these  results 
(or  perfonnlng  these  functions),  and  therefore  are  not  equivalent. 

"22.   An  Invalid  patent  may  not  be  Infringed,  and 
the  Court  accordingly  concludes  that  none  of  the  claims  here 
concerned  are  infringed  by  the  plaintiff's  machines.   More- 
over, even  If  the  patent  In  suit  were  In  any  respect  to  be 
declared  valid,  the  Court  concludes  that  It  Is  not  Infringed, 
in  light  of  Conclusion  No.  20  hereof  and  Finding  of  Fact 
No.  22. 

"23.   Plaintiff  Is  entitled  to  a  declaratory  judgment 
on  its  Complaint  that  claims  7  to  I5,  inclusive,  and  17  to 
24,  inclusive,  of  the  patent  In  suit  are  Invalid  and  not 
infringed."  (Findings  Nos .  4-13,  18-22;   R.  1957-1958). 


APPENDIX  D 

A.  DESCRIPTION  OF  INVENTION  IN  EACH  OF  THE  PATENTS  CITED  BY 
THE  DISTRICT  COURT 

Fitzgerald  Patent  2,016,036 

Fitzgerald  discloses  a  photoelectric  system  using  a 
first  screen  divided  into  transparent  and  opaque  squares  7  and 
70  and  a  second  screen  divided  into  transparent  and  opaque 
squares  70  and  7  to  detect  movements  of  an  object  3.   Light 
is  directed  by  a  lens  1  and  prisms  4,40  and  5,50  to  form  two 
parallel  beams.   The  first  and  second  screens  are  so  disposed 
relative  to  the  beam  that  light  is  passed  through  the  transparent 
squares  of  only  one  of  the  screens  at  any  one  time  to  the 
moving  object  3.   This  v/lll  cause  the  image  of  the  object  to 
appear  alternately  at  opaque  and  transparent  segments  of  the 
screens  to  produce  signals  alternately  at  photocells  6  and  60. 
Electrical  circuitry  is  provided  to  detect  the  alternating 
signals  produced  at  the  photocells  6  and  60. 

Bibeman  Patent  3,03^,^05 

Biberman  discloses  a  scanner  for  use  with  a  target 
signal  generator  10  to  detect  a  target  in  a  sky.   The  generator 
10  includes  a  rotor  22  and  a  scanner  30  mounted  on  the  rotor  to 
provide  spatial  filtering.   Two  different  patterns  for  the 
scanner  are  Illustrated  in  Figures  3  and  4.   A  Cassegrain 
telescope  focuses  onto  the  scanner  30  radiation  from  sources 


within  the  viev;  of  the  telescope.    The  Cassegrain  telescope 
has  a  spherical  reflector  12  with  an  opening  13  in  the  center 
and  a  plane  2?eflector  16.   The  reflectors  14  and  16  are 
mounted  on  a  gimbal  l8. 

British  Patent  317,229 

By  combining  British  patent  517,229  and  British  patent 
469,458  and  by  particularly  construing  such  portions  of  British 
patent  517,229  as  page  3,  lines  4l  to  46,  inclusive,  and  page  3, 
lines  76  to  85,  inclusive,  a  scanning  system  with  a  centered 
optical  scan  may  be  construed.   A  bottle  may  be  disposed  with  a 
slit  12  having  a  substantially  radial  configuration  and  may  be 
rotated  relative  to  the  slit.   Light  is  directed  upwardly 
through  the  slit  and  the  bottle  from  a  source  to  a  photocell. 
When  a  particle  interrupts  the  light,  the  average  aiaount  (dc) 
of  light  reaching  the  photocell  decreases  to  provide  an  indica- 
tion of  the  particle. 

Gulliksen  Patent  2,265,037 

Gulliksen  discloses  a  system  in  which  a  lens  l4  is 
rotated  and  simultaneously  driven  in  a  radial  direction  to 
define  a  spiral  movement.   The  lens  l4  is  disposed  betvreen  a 
light  source  and  a  bottle  so  as  to  scan  the  entire  bottom  of 
the  bottle  as  it  describes  the  spiral  path.   A  phototube  I8  is 
disposed  above  the  bottle  to  receive  the  light  passing  through 
the  bottle.   When  a  particle  in  the  bottom  of  the  bottle 


interrupts  the  light  passing  through  the  bottle,  an  impulse  is 
generated  at  the  photocell  18  to  indicate  the  presence  of  the 
particle.   This  impulse  is  amplified  at  19 . 

Weathers  Patent  2,427,319 

This  patent  relates  to  a  system  for  inspecting  full 
bottles  for  particles.   The  bottles  are  carried  by  a  turntable 
past  an  inspection  point  at  which  light  is  directed  through  the 
bottle  onto  the  photocell  72  by  an  optical  system  73.   The 
turntable  is  driven  by  an  appropriate  gear  74.   As  the  turntable 
rotates,  pulleys  75  connected  to  the  successive  bottles  are 
brought  in  contact  with  a  belt  76  driven  by  a  motor  80.   This 
causes  the  bottles  to  spin  and  the  bottles  thereafter  continue 
to  spin  freely  for  a  moment  until  the  pulley  75  strikes  a  brake 
shoe  86.   The  pulley  is  thus  brought  to  a  stop  and  the  bottle 
is  also  stopped.   However,  the  liquid  contents  within  the 
bottle  continue  to  swirl  at  a  particular  speed. 

The  optical  system  includes  two  banks  of  phototubes  12 
and  14.   Light  from  the  inspecting  beam  10  passes  through  the 
fluid  contents  of  a  bottle  under  inspection  and  is  distributed 
betv/een  the  two  banks  equally.   In  the  absence  of  any  particle, 
the  output  of  one  bank  of  photocells  is  balanced  against  the 
equal  output  of  the  other  bank.   When  a  particle  is  present  in 
the  liquid,  an  unbalance  is  produced  between  the  banks  of 
photocells  as  the  particle  crosses  the  beam  of  light.   This 
unbalance  causes  a  signal  to  be  produced  at  a  frequency 


dependent  upon  the  size  of  the  particle.   Wavefonns  produced 
by  particles  of  different  size  are  illustrated  in  Figure  1. 

Schell  Patent  2,439,^90 

Schell  discloses  a  system  in  which  the  bottle  to  be 
tested  is  initially  rotated  and  then  stopped  in  a  manner 
similar  to  the  Weathers  patent.   When  the  bottle  is  stopped, 
any  particles  in  the  bottle  continue  to  rotate  so  as  to  produce 
pulses  at  the  photocells  6  and  8.   These  pulses  are  detected 
by  an  amplifier  including  the  tubes  46  and  18  during  an 
inspection  perios  SI  in  Figure  4,  the  switch  42  being  closed 
and  the  sv:itch  40  being  open.   The  pulses  cause  the  gas  tube 
18  to  be  fired  and  current  to  flow  through  relay  coil  48  to 
obtain  a  rejection  of  the  bottle. 

Schell  also  detects  the  opacity  of  the  bottle  during 
a  time  period  S2,  which  occurs  by  closing  the  switch  40  and 
opening  the  switch  42.   When  the  switch  42  is  opened,  it 
introduces  the  resistor  44  into  a  circuit  vilth   the  photocell  8 
so  as  to  Increase  the  potential  at  point  A.   This  increase  in 
potential  is  dependent  upon  the  resistance  of  the  photocell  8, 
this  resistance  in  turn  being  dependent  upon  the  opacity  of  the 
bottle  being  inspected.   When  the  bottle  being  inspected  is 
relatively  opaque,  a  single  pulse  passes  through  a  tuned 
circuit  (Tr.  2318)  and  causes  current  to  flow  through  the  relay 
coil  48  to  obtain  a  rejection  of  the  bottle. 


B.   THE  REFERENCES  CITED  BY  THE  DISTRICT  COURT  DO  NOT 
DISCLOSE  OR  ANTICIPATE  THE  COMBINATION  OP  FEATURES 
CONSTITUTING  THE  INVENTION  OF  THE  '640  PATENT 

The  '640  patent  may  be  considered  to  provide  a 
centered  optical  system  (with  a  radial  scan)  to  provide  spatial 
filtering  for  producing  signal  components  at  different  fre- 
quencies to  represent  particles  in  the  bottom  of  the  bottle 
and  undesirable  effects  such  as  edge  effects  in  combination 
with  electronic  circuits  to  select  the  signal  components  at 
the  frequencies  representing  the  particles  in  the  bottom  of 
the  bottle.    The  combination  of  features  may  also  be  considered 
to  include  electronic  circuits  for  separately  processing  the 
steady  state  (or  dc)  signal  components  to  indicate  the  opacity 
of  the  bottle  and  the  presence  of  large  particles  in  the  bottle. 

None  of  the  references  cited  by  the  District  Court 
discloses  the  combination  of  features  discussed  above. 

Bibennan  Patent  3,03^,403  may  be  considered  to  dis- 
close a  centered  optical  system  (with  a  radial  scan)  to  provide 
spatial  filtering  and  may  be  considered  to  suggest  electronic 
circuits  to  provide  frequency  selection.   However,  the  Bibennan 
patent  relates  to  the  missile  tracking  field,  which  is  not 
analogous  to  the  bottle  inspection  field. 

Stoate  Patent  317,229  may  be  considered  to  disclose 
a  centered  optical  system  for  inspecting  empty  bottles  for 


foreign  particles.   However,  Stoate  did  not  appreciate  the 
significance  of  spatial  filtering  to  provide  a  frequency 
spectrum  V7he2?e  the  frequencies  of  the  signal  components  represent- 
ing the  particles  are  separated  from  the  frequencies  of  the 
signal  components  representing  undesirable  effects  such  as 
edge  effects  in  the  bottle.   Because  of  this,  Stoate  also  does 
not  provide  electronic  filtering  to  select  the  signal  components 
having  frequencies  representing  the  particles  in  the  bottom  of 
the  bottle. 

Gulliksen  Patent  2,265,037  does  not  provide  a  bottle 
inspection  system  vrith  centered  optics  and  further  does  not 
provide  spatial  filtering  or  electronic  filtering.   The 
provision  of  a  spiral  scan  by  Gulliksen  required  hira  to  mask 
the  edge  of  the  bottle  so  that  particles  near  the  edge  of  the 
bottle  could  not  be  detected. 

Fitzgerald  Patent  2,016,036  does  not  disclose  a 
centered  optical  system  and  further  does  not  disclose  a  system 
for  detecting  empty  bottles  for  particles.   Fitzgerald  also 
does  not  disclose  an  inspection  system  which  employs  the 
techniques  of  spatial  filtering  and  electronic  filtering  to 
isolate  the  signal  components  representing  particles  at  the 
bottom  of  the  bottles  from  the  signal  components  representing 
undesirable  effects  such  as  edge  effects  at  the  bottom  of 
the  bottle. 


Weathers  Patent  2,427,319  does  not  disclose  an 
inspection  system  for  empty  bottles  and  further  does  not  dis- 
close a  centered  optical  system.   Weathers  also  does  not  dis- 
close the  concept  of  spatial  filtering  to  provide  individual 
frequencies  for  the  signal  components  representing  particles 
in  the  bottom  of  the  bottle  and  undesirable  effects  such  as 
edge  effects  in  the  bottles. 

Schell  Patent  2,439,490  discloses  a  system  for 
detecting  particles  in  full  bottles  and  for  detecting  the 
opacity  of  the  bottles.   Since  the  Schell  patent  constitutes 
an  improvement  of  the  Weathers  patent,  Schell  does  not  disclose 
a  centered  optical  system  and  further  does  not  disclose  spatial 
filtering.   Schell  also  does  not  disclose  a  system  for  pro- 
ducing a  direct  current  signal  to  indicate  the  opacity  of  the 
bottle  being  inspected  and  to  indicate  large  particles  and 
alternating  current  signals  or  pulses  to  indicate  small 
particles  and  for  separately  processing  the  direct  current 
and  alternating  current  signals.   In  contrast,  Schell  produces 
first  pulses  to  indicate  large  particles  and  alternating  current 
signals  and  second  pulses  to  indicate  small  particles  and 
processes  the  first  and  second  pulses  in  the  same  electrical 
circuits. 


IN  SUr#IARY: 

1.  Only  Stoate  Patent  517,229  may  be  considered  to 
disclose  a  centered  optical  system  for  use  in  bottle  inspection. 

2.  None  of  the  patents  discloses  spatial  filtering 
in  bottle  inspection  systems  to  separate  the  frequencies  of 
the  signal  components  representing  the  particles  from  the 
frequencies  of  undesirable  effects  such  as  the  edge  effects 

in  the  bottles. 

3.  None  of  the  patents  discloses  the  concept  of 
providing  alternating  current  signals  or  pulses  to  represent 
small  particles  in  the  bottom  of  the  bottle  and  of  providing 
direct  current  signals  to  represent  large  particles  in  the 
bottle  and  opaque  bottles  and  of  separately  processing  the 
alternating  current  signals  and  the  direct  current  signals. 
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STATEr^^fT  OF  FACTS 

In  the  interest  of  brevity  we  do  not  undertake  here 
to  restate  the  facts,  although  in  many  respects  the  cross- 
appellant's  statement  of  the  facts,  both  in  form  of  presentation 
and  the  adjectives  and  adverbs  used,  does  not  convey  an  accurate 
irapression  on  the  record. 

Contrary  to  cross-appellant 's  statement  of  facts  at 
page  6  of  its  brief,  this  litigation  vras  not  brought  upon  SIffi 
by  Meyer.   It  was  instigated  by  SMS  and  the  scatter- gun  patent 
misuse  issues,  which  are  the  subject  of  this  cross-appeal,  v/ere 
initiated  by  SME.  There  is  absolutely  nothing  in  the  record  to 
substantiate  the  statement  at  page  6  of  cross-appellant's  brief 
that  its  cost  in  the  litigation  to  date  is  approximately 
$130,000.00. 

Meyer  is  the  modest- sized  Milvmukee- based  company 
vvhich  at  the  time  of  the  trial  had  sales  of  approximately  $50 
million  per  year.   (Tr.  ^-600).   It  manufactures  equipment  for 
brev/ers  and  bottlers  of  soft  drinks  which  is  used  for  washing, 
handling,  filling  and  capping  bottles  and  cans,  as  well  as  other 
procedures  incidental  to  the  operation  of  a  bottle  or  can  line. 
(Exs.  35,  36;  Tr.  *585,  *600-601.)  V/ith  respect  to  each  of  the 
types  of  equipment  which  it  manufactures  or  offers  for  sale, 
Meyer  has  substantial  competition,  its  principal  competition 


* 


All  transcript  page  references  vjhich  are  preceded  by  an  aste- 
risk (*)are  to  the  transcript  of  the  misuse  portion  of  the  trial 
on  September  27-30  inclusive,  19^6.     Unasterlsked  transcript 
']^F.(i   references  are  to  the  transcript  of  the  patent  portion  of 


coming  from  Barry  V/ehmiller  Company  and  Crovm  Cork  &  Seal  Com- 
pany, both  of  which  sell  or  have  sold  machines  for  inspecting 
empty  bottles  for  foreign  particles  which  are  competitive  with 
the  Mark  TV  Bottle  Inspector  manufactured  and  sold  by  Meyer. 
(Tr.  *'599,  et  seq.  ,•  Ex.  35).   Cross-appellant's  statement  of 
facts  at  page  7  of  its  brief  contains  several  misleading  state- 
ments respecting  Heyer.   Contrary  to  cross-appellant's  statement, 
Meyer  is  not  the  largest  iruanufacturer  of  bottling  equipment  in 
the  United  States,  nor  does  the  record  support  the  statement  that 
Meyer  admits  to  having  more  than  90^  of  the  market  for  equipment 
in  the  bottling  handling  field.  Nor  is  there  any  record  support 
for  the  assertion  that  Meyer  has  accummulated  somevrhat  over  200 
patents. 

The  ownership  or  control  of  patents  is  not  of  fimda- 
mental  importance  in  the  packaging  m.aehinery  industry  in  which 
Meyer  engages.   (Tr.  *58l-582,  Tr.  *6o4) .  Most  of  Meyer's  pa- 
tents originate  from  inventions  made  by  its  ovm  employees. 
(Tr.  *58o-58l).   In  the  last  twenty- five  years  it  has  purchased 
no  more  than  ten  patents.   (Tr.  •*^58l).  Meyer  has  no  policy 
against  licensing  its  patents  (Tr.  *389),  btit  it  receives  few 
requests  for  patent  licenses.   (Tr.  ^602) , 

In  1959  Industrial  Dynamics  Corporation  v/as  a  vei*;^'' 
sraall  California  company  having  four  or  five  employees.  (Tr. 
*^39) .  Its  principal  officers  and  majority  stockholders  \ieve 
three  inventors,  Messrs.  Calhoun,  VJyman  and  v;illiams.  (R.1689). 
They  had  invented  a  machine  to  inspect  empty  bottles  for  the 


presence  of  foreign  particles  after  they  came  out  of  a  vrasher, 
which  they  called  the  Mark  IV.   (Tr.  *428) .  They  had  applied 
for  patents  on  the  inventions  that  fonned  the  basis  of  the  bot- 
tle inspection  machine,  but  the  patents  had  not  yet  been  issued. 
(R.  1689-1690),  Apart  from  the  patent  applications  IDC  had  very 
few  assets.  (Tr.  *432-^r3^0.   Calhoun,  v/ho  became  the  chief 

executive  officer  of  the  compajiy  in  1959,  after  Messrs.  Wyman 

■1 

and  VJilliams  had  resigned-^,  concluded  that  IDC  had  neither  the 

capita.1  nor  the  marketing  experience  to  manufacture  and  sell 
the  bottle  inspection  machine.   (Tr.  ^^3^-^37).      Calhoun  wished 
to  develop  other  products  but  to  do  so  he  needed  cash  and  he 
needed  to  affiliate  his  company  with  a  company  that  had  exper- 
tise in  marketing  and  market  development  of  machinex'y  for 
packaging.   (Tr.  *436).  For  these  and  other  reasons  (Tr.*435- 
436)  he  decided  to  sell  the  patent  applications  outright  or 
license  them  under  some  other  type  of  arrangement  that  v/ould 
produce  cash  vrhich  he  could  use  for  other  developments.   (Tr. 
*435) .  For  reasons  of  tax  impact  a  sale  of  the  patent  applica- 
tions seemed  to  be  desirable.   (Tr.  ■>:-437-438) . 


In  July,  1959,  Kr.  V[yn>ari  terminated  his  relationship  with  IDC 
and  subsequently  established  his  Cim   company  knovm  as  Indus- 
trial Automation  Corporation.  (Tr.  *228).   In  i960.  Industrial 
Automation  Corpoi^ation  developed  a  m.achine  for  inspecting  empty 
bottles  for  foreign  particles  which  it  designated  as  the  MS600. 
(Tr.  *^169).  The  present  chief  executive  officer  of  SMS,  Mr. 
Robert  Husome,  had  been  employed  as  chief  engineer  of  Indus- 
trial Autorration  Corporation  prior  to  the  incoi'»poration  of  SME 
in  October,  196?  (Tr.  ^'112).  V/hile  at  Industrial  Automation 
Corporation  he  had  been  involved  with  its  empty  bottle  inspec- 
tion machine  and  learned  the  principles  of  the  machine. 


Commencing  in  1959  IDC  opened  negotiations  with  the 
companies  in  the  packaging  machinery  industi-y  that  might  be 
interested  in  acquiring  the  bottle  inspection  machine  patent 
applications  -  Crown  Cork  &  Seal,  Barry  Wehmiller,  RCA  and 
Meyer.   (Tr.  *438,  *440,  *588).   It  became  clear  from  these 
negotiations  that  no  company  would  pay  a  large  luir/p  sum  in  cash 
for  the  applications  because  the  ftiture  success  of  the  machine 
was  entirely  too  speculative.   (Tr.  -^438).   It  vras  also  clear  to 
Calhoun  that  to  maximize  IDC '  s  retur-n  it  s?iould  contract  to  sell 
the  applications  under  a  contract  requiring  the  buyer  to  m.ake 
payments  based  upon  the  sale  of  m.achines.   IDC  also  learned  that 
no  companj^  v;ould  buy  the  patent  applications  and  undertake  manu- 
facture of  the  bottle  inspection  machines  unless  it  could  be 
assured  that  (l)  it  would  receive  IDC's  Mark  IV  Inspector  know- 
hov.'  V7ith  the  applications;  and  (2)  that  during  the  pendency  of 
the  applications  and  before  the  patents  issued  IDC  would  not 
immediately  re-enter  the  field  and  manufacture  the  same  machines 
in  competition  vilth   the  buyer.  (Tr.  -^439,  *590) .   In  spite  of 
the  fact  that  IDC  was  negotiating  for  the  sale  of  the  bottle 
inspection  machine  patent  applications,  its  bargaining  position 
was  strong;  it  did  not  have  to  sell  and  it  was  in  a  position  to 
get  many  of  the  clauses  in  the  agreement  that  it  wished  from  the 
buyer.   (Tr.  *35!5,  *588).   In  the  spring  of  1959,  Mr.  Leo  Meyer 
and  his  son,  George,  who  later  succeeded  him  as  president  of  the 
Meyer  Coiripany,  visited  the  IDC  plant  in  California  and  commenced 
serious  negotiations  vjith  Mr.  Calhoun  looking  to  the  licensing 


or  acquisition  of  the  bottle  inspection  machine  patent  applica- 
tions.  (Tr.  ^587).  These  negotiations  culminated  in  an  agree- 
ment between  IDC  and  Meyer  pursuant  to  which  Meyer  purchased 
the  patent  applications.  (Ex.  8). 

This  agreement  (Exhibit  8)  which  can  be  described  as 
the  agreement  of  September  21,  1959,  had  as  a  part  of  it  another 
agreement  which  is  entitled  "Consultant  Agreement"  and  bears  the 
same  date  and  v/as  executed  by  Meyer,  Calhoun  and  Abner  L.  Brovm- 
ing,  v;ho  v;as  an  engineer  that  was  employed  by  IDC  during  the 
year  1959.   (Exh.  9). 

The  negotiations  v/ere  conducted  through  the  summer  of 
1959.   (R.  1691-1693).  The  final  agreement  was  the  product  of 
the  drafting  and  revisions  of  drafts  by  some  tv/enty-five  people. 
(Tr.  *279).   It  is  apparent,  upon  reading  the  agreement  v/ith  the 
knovfledge  that  the  parties  understood  when  the  agreement  was 
signed  that  IDC  would  become  dormant  (Tr.  *354,  *540  and  Leo 
Meyer  Deposition,  p.  95),  that  the  agreement  went  through  a  num- 
ber of  drafts  and  that  the  final  draft  was  not  carefully  edited 
to  take  into  account  all  of  the  changes  that  had  been  made  or 
contemplated.   (Tr.  *^55,  R.  I694-1695).  To  illustrate,  the 
agreement  makes  reference  to  both  "bottle  inspection  machines" 
and  "bottle  inspecting  machines,"  [e.g..  Art.  IV  refers  to  ".  .  . 
bottle  inspecting  m.ach3.nes  forming  the  subject  matter  of  this 
agreement  .  .  . "  ]  although  Calhoun,  v/ho  vras  the  principal 


2 
Throughout  its  brief  cross-appellant  refers  to  this  agreement 
as  the  "Patent  Transfer  Agreement;"  in  point  of  fact  the  docu- 
ment is  entitled  "Agreement"  ajid  does  not  bear  the  characteris- 
ation that  cross-a-opellant  seeks  to  give  it,  although  it  did 
in  fact  result  in  transfer  of  the  patent  applications. 


executive  in  IDC,  and  Wymaii,  a  co- inventor,  made  no  distinction 
between  inspecting  and  inspection  machines.  (Tr.  *220,  *253) . 

The  early  drafts  of  the  agreement  did  not  contain  a 
definition  of  "bottle  inspection  raachines",  (R.  I692,  et  seq.) 
but  Calhoun  requested  that  such  a  definition  be  inserted  in  the 
agreeiTient  for  the  protection  of  IDC  as  v/ell  as  Calhoun  and 
Browning.  (Tr.  «298-299,  R.  l694).  This  definition  which  is 
found  in  the  first  "VJhereas"  clause  on  the  first  page  of  the 
agreement  (Exh.  8;  Tr.  «-299"300,  *309-312)  defines  "bottle  inspec- 
tion machine"  (there  are  quotations  around  these  v/ords  in  the 
agreement)  as  a  machine  used  to  detect  foreign  m.atter  in  bottles 
that  have  not  been  properly  V7ashed  "for  v;hich  invention  tv;o 
applications  for  Letters  Patent  have  been  filed  in  the  United 
States  Patent  Office  on  .  .  .  and  vjhich  bear  the  Serial  Numbers 
7^1,634  and  808,172,  ..."   In  his.  testimony,  Calhoun  explained 
that  he  requested  the  clause  v/hich  tied  the  definition  to  the 
patent  application  numbers.   (Tr.  «-311-312).  He  felt  that  by 
so  doing  the  lim.itations  upon  himself  and  his  company  v;ould  be 
reduced  to  a  bare  minimum.   (Tr.  ^312).  That  this  vras  intended 
to  be  a  definition  of  bottle  inspection  m.achines  is  also  clear 
from  Article  IV  and  Paragraph  4  of  the  Consultant  Agreement 
(Exh.  9)  v^hich  refers  to  ".  .  .  bottle  inspection  machines  as 
defined  in  the  agreement  between  Meyer  and  Industrial". 

The  bulk  of  cross-appellant's  arguments  are  directed 
to  Article- XIV  of  the  basic  agreement  of  September  21,  1959, 
which  provides  "INDUSTRIAL  agrees  that  it  v^ill  not  enter  into 
competition  with  I^YER  in  the  manufacture  or  sale  of  bottle 


inspecting  machines  during  the  life  of  this  agreement."   In  his 
testimony  Calhoun  explained  that  no  company  was  interested  in 
buying  the  patent  applications  unless  they  had  some  assurance 
that  IDC  (also  referred  to  as  "INDUSTRIAL")  vrould  not  imi^iediately 
re-enter  the  field  and  manufacture  the  same  machines  in  competi- 
tion with  the  buyer.   (Tr.  -^^oSO.   He  felt  that  it  v/as  reasonable 
to  give  the  buyer  a  covenant  against  competition  in  the  sale  of 
the  same  machines  covered  by  the  agreement  during  the  period 
before  the  patents  issued.   Calhoun  explained  that  in  1959  IDC 
was  a  small  alley  v;orkshop  that  had  a  piece  of  equipment  and 
four  or  five  employees.   It  v;as  asking  for  $75,000.00  cash  for 
its  invention.  At  that  time  the  ultimate  success  of  the  inven- 
tion was  highly  speculative.   Calhoun  felt  that  in  return  for 
$75,000.00  cash,  plus  a  contingent  payment  on  each  machine  that 
would  be  sold  that  it  v^as  reasonable  for  the  buyer  to  receive 
some  protection  against  competition  in  the  very  same  machines 
by  IDC  prior  to  the  issuance  of  the  patents.   (Tr.  *439-'^40; 
Tr.  *451-^52).   Calhoun's  testimony  on  this  subject  is  very  in- 
structive (Tr.  •>^-45l): 

"THE  WITNESS:  Well,  as  I  understood  the  conditions 
of  paragraph  XIV,  it  was  a  measure  of  protection  for  the 
Meyer  Company  betv;een  the  time  that  v.'e  sold  them  these 
applications  for  $75,000.00,  protecting  their  $75,000.00 
until  another  means  of  protection  could  be  obtained,  that 
is  the  issuance  of  the  patents,  vrhich  could  be  a  period 
of  many  years,  I  thought.   I  have  heard  of  patents  taking 
as  long  as  five  to  six  to  eight  years  to  issue " 


Meyer  vranted  to  be  assured  that  in  addition  to  receiv- 
ing the  patent  applications  it  v.'ould  also  obtain  IDC's  loiovz-how 
respecting  the  inventions.  This  provision,  plus  the  Consultant 
Agreeir.ent ,  gave  Meyer  some  such  assurance.   (Tr.  *590) . 

The  Consultant  Agreement  vras  actually  suggested  by 
Calhoun  (Tr.  ^'356)  because,  as  he  e:cplained,  he  decided  that 
upon  the  sale  of  the  patent  applications  IDC  vjould  become  a 
dormant  corporation  and  that  he  v:ould  organize  a  new  corporation 
having  different  stock  o^^mership.   (Tr.  *352-353).  He  so  advised 
Leo  Meyer  (Tr.  *456)  and  suggested  that  in  viev;  of  the  fact  that 
IDC  would  no  longer  be  an  operating  company,  some  consultant 
agreement  that  v/ould  assure  Meyer  of  receiving  the  IDC  bottle 
Inspection  machine  knovj-hov;  was  appropriate.   (Tr.  *352-35^, 
*3^3,  *-356,  *456,  *54o,  *590  and  Leo  Meyer  Deposition,  p.  95). 
P^irther,  Calhoun  explained  the  Consultant  Agreement  would  give 
Meyer  at  least  for  a  limited  period  of  time  certain  rights  to 
improvements  made  on  the  basic  patents  by  the  IDC  engineers. 
(Tr.  ■^■35^-35'J>) . 

Article  VIII  of  the  basic  Agreement  contains  tv.'o 
clauses  vjhich  are  also  discussed  in  cross-appellant's  brief. 
Under  Article  VIII  A.  IDC  agreed  to  make  improvements  in  "bottle 
machines  forming  the  subject  of  this  agreement,  ..."  available 
to  Meyer  at  no  additional  royalty.   Calhoun  explained  that  this 
clause  v;as  Intended  to  cover  improvements  on  the  inventions 
disclosed  in  the  patent  applications  -  something  that  fell 
within  the  scope  of  the  basic  invention  covered  by  the  applica- 
tions.  (Tr.  *^53).  He  explained  that  he  felt  that  it  was  to  his 
advantage  to  sell  the  improvements  in  advance  to  the  Meyer  Company 


because  he  desired  to  have  the  Meyer  Company  have  the  improve- 
ments so  that  it  could  sell  more  inachines  and  maximize  his 
royalties.   (Tr.  *263   ana  *453).  He  observed  that  he  could  not 
use  or  license  an  iniprovement  patent  v/ithout  having  rights  ujader 
the  basic  patent  in  any  event.   (Tr.  *-453-454). 

Under  Article  VIII  C.  IDC  gave  Meyer  rights  of  first 
refusal  on  inventions  "relating  to  electronic  applications  for 
the  packaging  industi^."  The  paragraph  gave  Meyer  no  absolute 
rights.   Calhoun  explained  (Tr.  *^54)  that  IDC  vms  not  compelled 
to  license  or  sell  to  Meyer  but  simply  to  make  a.n  offer  to  Meyer 
if  it  decided  to  offer  the  invention  to  others.   CalhoLin  placed 
very  little  importance  on  the  paragraph  and  stated  that  after  it 
v;as  decided  that  IDC  vrould  becom.e  dormant  the  paragraph  should 
have  been  removed  from  the  basic  Agreement  entirely.   (Tr.  *455). 

After  the  agreements  v<ere  signed  on  September  21,  1959, 
IDC  became  dormant  and  changed  its  name  to  Electro  Dynamics  Com- 
pany (Tr.  *35^),  but  Calhoun  and  Browning,  v7orking  as  the  ovmers 
and  officers  of  the  nevf  company.  Industrial  Dynamics,  Ltd.,  con- 
tinued to  invent  in  the  field  of  bottle  inspection  (Tr.  *46^l-i'h66) 
and  acting  on  their  omi  as  well  as  under  research  and  development 
contracts  with  Meyer,  made  substantial  improvements  in  the  Mark 
IV  Bottle  Inspection  Machine  (Tr.  •^^57-^59,  *^62,  -5^469-470)  as 
well  as  developed  a  "second  generation"  bottle  inspection  machine 
vjhich  improved  upon  the  Mark  IV  and  which  has  been  designated 
as  the  Mark  V.   (Tr.  *380-383). 

The  relations  betv/een  Meyer  and  Calhoun  and  his  com- 
panies since  September,  1959  have  been  cordial  but  at  arin's 
length.   (Tr.  *596).   Meyer  has  marketed  some  of  Calhoun ^s 


products  under  short  term  marketing  agreements  (Tr.  *3^3-3^5) 
but  in  no  respect  has  had  an  exclusive  on  Calhoun's  products. 
Calhoun  has  decided  to  do  some  of  his  own  marketing  partly 
because  of  dissatisfaction  with  Meyer.  (Tr.  *3^5). 

In  June  of  1966,    after  this  litigation  v/as  commenced 
but  before  the  trial  of  the  misuse  issues,  IDC  (vrhich  v/as  then 
known  as  Electro  Dynamics  Corporation)  entered  into  an  agreement 
with  Meyer  rescinding  Article  XIV  of  the  original  agreement  of 
September  21,  1959.   (Exh.  B) .   Calhoun  explained  that  the  pur- 
pose of  this  agreement  was  to  foreclose  any  misinterpretation  of 
the  contract.  Because  the  original  contract  had  been  interpreted 
by  the  cross-appellant  in  a  manner  quite  different  from  the  inten- 
tion of  the  parties  that  executed  it,  Meyer  and  IDC  thought  it 
advisable  to  rescind  Article  XIV  in  order  to  eliminate  the 
possibility  of  future  mi sujnder standing.   (Tr.  *447) . 

Meyer  has  licensed  the  Mitsubishi  Company  of  Japan  to 
manufacture  the  Mark  IV  Bottle  Inspector  but  it  is  clear  from  the 
agreements  and  the  testimony  that  Meyer  has  not  licensed  its 
U.  S.  patents- in- suit  to  Mitsubishi  and  that  the  Mitsubishi 
agreement  does  not  relate  to  the  U.  S.  patents- in- suit.  The 
U.  S.  patent  application  numbers  are  referred  to  in  the  Mitsubishi 
agreement  for  descriptive  pur-poses  only.  (Tr.  *602,  ■^•■6l6) . 

The  "facts"  stated  on. pages  16-19  of  cross-appellant 's 
brief  which  cross-appellee  contests  are  those  set  forth  in  the 
first  full  paragraph  on  page  17.   Cross-appellant's  language  is 
not  taken  vei^batim  from  the  Findings  of  Fact  and  Conclusions  of 
Law  cited  in  support  thereof,  but  consists  of  paraphrase  for  its 


own  benefit.   These  particular  findings  of  fact  and  conclusions 
of  law,  however,  are  attacked  as  clearly  erroneous  in  cross- 
appellee's  opening  brief  on  its  appeal  from  the  District  Court's 
judgment,  to  which  reference  is  hereby  made  for  a  statement  of 
cross-appellee's  position  as  .to  such  alleged  facts. 

With  respect  to  cross-appellant's  statement  of  facts 
concerning  Meyer's  alleged  knowledge  of  the  Stoate  '229  patent, 
cross-appellant  omits  from  its  quotation  from  Finding  of  Fact 
No.  15(a),  the  following: 

"Hov7ever,  the  defendant's  attorneys  were- not  con- 
vinced at  that  time  that  such  references  actually  disclosed 
a  centered  optical  system,  and  the  defendant  did  not  prac- 
tice any  fraud  by  any  failure  on  its  part  to  call  the  Stoate 
'229  patent  to  the  attention  of  the  Patent  Office." 

This  subject,  moreover,  is  dealt  with  more  fully  and 
answered  infra,  page(  s)  42-^19. 

Cross-appellant  misstates  the  situation  in  asserting 
that  "Meyer  filed  the  continuation  application  embodying  broader 
claims  than  those  recited  in  the  patent  application".   Cross- 
appellee's  position  on  this  point  is  developed  in  this  brief, 
infra,  at  page(s)  51-60    —      ,  vrherein  it  is  shown  that  the 
claims  added  during  prosecution  of  the  continuation  application 
do  not  define  a  nev^  and  different  invention  from  that  originally 
disclosed  and  broadly  covered  in  Claim  15  of  the  original  appli- 
cation.  In  any  event,  under  the  authorities  also  there  discussed, 
the  important  consideration  is  the  invention  disclosed  in  the 
original  application;  since  the  specification  and  drawings  v;ere 
the  same  in  both  applications,  there  was  no  objectionable  late 


claiming  under  the  authorities  relied  upon  by  cross-appellee  and 
discussed  infra,  page(s)  53-57. 


SThTEJ^m   OF  THE  ISSUES 

Cross-appellant's  statement  of  the  questions  involved 
and  its  largely  redundant  statement  of  errors  upon  which  it  re- 
lies are,  we  believe,  unnecessarily  long  and  complex.  V7e  believe 
that  the  issues  can  be  reduced  to  several  simple  questions: 

1.  Is  the  subject  of  the  Agreement  of  September  21, 
1959^  ai^d  ai'G  the  machines  referred  to  in  Article  XTV  of  that 
Agreement  and  Paragraph  h   of  the  Consultant  Agreeraent  these  ma- 
chines covered  by  the  tvio   patent  applications  sold  by  IDC  to 
Meyer  and  only  those  machines?  The  trial  court  answered  these 
questions  in  the  affirmative. 

2.  Is  Keyer  guilty  of  patent  misuse  because,  when 
it  purchased  patent  applications  from  IDC,  it  received  IDC's 
covenant  not  to  compete  with  Meyer  in  the  manufacture  or  sale  of 
the  very  machines  described  in  the  patent  application?  The  trial 
court  ansvrered  this  question  in  the  negative. 

3.  Is  Meyer  guilty  of  patent  misuse  by  virtue  of 
having  received  from  IDC  covenants  to  assign  improvements  to 
Meyer  without  further  i^oyalties  and  a  first  refusal  for  the  li- 
censing or  purchase  of  inventions  not  covered  by  tlie  patent 
application?  The  trial  court  answered  this  question  in  the 
negative. 

4.  If  Article  XIV  of  the  Agreement  constitutes  patent 


misuse,  v/as  that  misuse  purged  when  the  parties  rescinded  the 
covenant  by  their  Agreement  of  June,  1966?  The  trial  court 
ansv/ered  this  question  in  the  affirmative. 

5.  Can  Meyer  be  guilty  of  misusing  the  U.  S. 
patent- in- suit  because  of  the  manner  in  v;hich  it  licensed  a 
Japanese  firm  to  m.anufacture  the  invention  only  in  Japan  and 
granted  no  rights  to  the  Japanese  fir-m  to  make,  use  or  sell 
the  invention  in  the  United  States?  The  trial  court  answered 
this  question  in  the  negative. 

6.  In  prosecuting  its  patent  applications  and 
asserting  its  rights  in  proceedings  in  the  Patent  Office,  has 
Meyer  engaged  in  fraud  upon  the  Patent  Office  or  has  Meyer 

in  this  litigation  been  guilty  of  such  unconscionable  conduct 
that  V7ould  v/arrant  the  imposition  of  attorneys'  fees  against 
Meyer  in  both  the  misuse  and  validity  and  infringement  trials? 
The  trial  court  answered  this  question  in  the  negative. 


ARGlTMEI^r 


I.  THE  RECORD  SUPPORTS  THE  TRIAL  COURT'S  DETERMINA- 
TION AS  TO  THE  SCOPE  OF  THE  AGKEHf'IEirr  OF  SEPTEM- 
BER 21,  1959. 

^'»   Cross- appellant  (SME)  Has  Failed  In  Its 

}i'uindamental  Burden  to  Shovj  That  The  Findings 
Of  The  Trial  Court  Have  No  Support  In  The 
Record  or  Are  Clearly  Erroneous^  And  That 
The  Conclusions  Of  the  Trial  Court  Are 
Improper. 

In  spite  of  the  prolixity  and  redundancy  of  cross- 
appellant's  brief,  cross- appellant  has  failed  to  carry  its  ulti- 
mate burden  of  showing  that  the  findings  of  fact  and  conclusions 
of  law  of  the  trial  court  are  not  supported  by  the  record  and 
are  clearly  erroneous.   Indeed,  the  most  distinctive  characteris- 
tic of  cross-appellant's  argument  is  its  failure  to  discuss  the 
trial  court's  findings  of  fact  in  any  detail  and  its  failure  to 
point  to  findings  which  are  not  supported  by  evidence  in  the 
record  or  vjhich  are  arguably  clearly  erroneous  because  of  the 
overv^helraing  evidence  introduced  by  cross-appellant. 


"Findings  of  fact  shall  not  be  set  aside  unless  clearly 
erroneous.  ..."  Rule  52(a),  Federal  Rules  of  Civil  Procedure. 
This  Court  has  stated  on  innumerable  occasions  that  "the  burden 
is  upon  him  v\'ho  attacks  a  findings  [of  the  District  Court],  to 
show  that  it  is  clearly  wrong."  L.  A.  Shipbuilding  &  Drydock  vs. 
iMted_St.ates,  289  F.2d  222  (C.A.  9,  I961).   Recently  in  Karnen  & 
Co.  V.  Aschkar  &:  Co.,  382  F.2d  689,  69^  (C.A.  9,  196?)  this  Court 
said: 

"The  trial  court  found  the  existence  of  ostensible 
authority  and  based  liability  thereon.  The  validity  of 
this  finding  presents  the  principal  issue  involved  in  the 
instant  appeal.   Unless  the  finding  is  'clearly  erroneous' 
we  are  bound  by  it.*  ' .  .  .A  finding  is  "clearly  erroneous" 
when,  although  there  is  evidence  to  support  it,  the  reviev/- 
ing  court  on  the  entire  evidence  is  left  with  the  definite 
and  fimi  conviction  that  a  mistake  has  been  committed. ' 
U>  S»  v.  U.  S.  Gypsum  Co.,  333  U.S.  364,  395,  68  S.Ct.  5^5, 
542,  92  L.Ed.  746  (1948)." 

In  the  case  at  bar  there  is  ample  evidence  to  support 
the  trial  court's  findings  of  fact  and  ample  legal  authority  to 
support  his  conclusions  of  lav;.   Cross-appellant  does  not  point 
to  an  absence  of  evidence  to  support  the  findings.   Indeed, 
cross-appellant  utterly  ignores  much  of  the  evidence  in  the 
record.  At  one  point  in  its  argument,  cross- appellant  relies 
upon  testimony  extracted  from  the  deposition  of  Leo  Meyer  which 
is  not  even  a  part  of  the  evidence  (see  cross-appellant ' s  brief 
at  pages  35-37).  This  reference  is  significant  because  v;hen 


cross-appellant  offered  this  portion  of  the  Leo  Meyer  deposition 
in  evidence  there  v;as  a  colloquy  between  counsel  and  the  Court 
at  which  time  cross-appellee's  counsel  advised  the  Court  that 
because  cross- appellant  was  offering  this  testimony  out  of  con- 
text it  would  be  necessary  for  cross-appellee' s  counsel  to  offer 
the  entire  deposition,  v/hlch  cross-appellee' s  counsel  was  reluc- 
tant to  do.  (Tr.  *5^1-5^2),   In  response^  cross-appellant's 
counsel  withdrev;  his  offer.   (Tr.  ^^k2) .      The  deposition  testi- 
mony of  Leo  Meyer  quoted  in  cross-appellant's  brief  at  pages  35 
through  37  and  the  deposition  testimony'-  of  both  Leo  Meyer  and 
Milton  Shapiro,  which  appellant  has  abstracted  and  printed  as  ap- 
pendices D  and  E  to  its  brief  are  not  part  of  the  evidence  in 
this  case. 

Further,  cross-appellant' s  argument  on  page  37  of  its 
brief  v/hich  atteinpts  to  characterize  Leo  Meyer's  testimony  and 
suggests  that  he  changed  his  answers  after  a  recess  is  wholly 
v/ithout  support  of  the  i^ecord  and,  in  fact,  is  false.   If  the 
Court  of  Appeals  does  decide  to  consider  the  deposition  testimony 
of  Leo  Meyer  in  spite  of  the  fact  that  it  v/as  not  introduced  in 
evidence,  Mr.  Meyer's  testimony  must  be  considered  in  its  full 
context  and  it  should  be  noted  that  the  answers  that  cross- 
appellant  quotes  relate  to  Mr.  Meyer's  mental  impressions  in 
June  of  1959  and  not  to  the  final  fonn  of  the  Agreement  after  the 
definition  of  bottle  inspection  machines  had  been  added  and  re- 
fined at  Calhouii's  insistence,  thereby  clearly  limiting  the  scope 
and  coverage  of  Article  XIV. 


B .   A  Coniplete  and  Objective  Reading  of  the 

Meyer- roc  Agreements  of  September  21,  1939 , 
Sustains  the  Trial  Court's  Findings  of  Fact 
12  Through  15,  and  Conclusions  of  Lav;  4 
Through  7. 

Cross- appellant  contends  In  Its  brief,  as  it  did  at  the 
trial  (Tr.  *328),  that  the  Agreement  of  September  21,  1959,  is 
understandable  and  may  be  interpreted  "from  its  four  corners  with- 
out regard  to  extraneous  evidence."  (Cross-appellant's  Brief, 
p.  29)  This  is,  of  course,  what  the  trial  court  did.   Finding  of 
Fact  12  and  13,  R.  I823,  and  Conclusion  of  Lav;  4,  R.  I832. 

This  is  the  third  time  that  cross-appellant  has  argued 
vrithout  success  that  the  plain  meaning  of  Article  XIV  of  the 
Agreement  and  Paragraph  4  of  tlie  Consultant  Agreement  is  that  IDC, 
Calhoun  and  Browning  are  restrained  from  manufacturing  and  selling 
any  machine  that  inspects  bottles  for  tv/enty-tv;o  years.  The  argu- 
ment vra.s  first  presented  to  Judge  Kill  by  cross-appellant's  motion 
for  summary  judgment,  which  was  denied  (R.  634,834  ).  The  argu- 
ment was  then  presented  to  Judge  Gray  at  trial  and  in  the  middle 
of  the  trial  Judge  Gray  dismissed  the  argument  and  ruled  from  the 
bench  that  Article  XIV  encompassed  only  the  bottle  Inspection 
machine  defined  in  the  "V/hereas"  clause,  viz.,  the  m.achine  de- 
scribed in  the  two  patent  applications  which  are  the  subject  of 
the  September,  1959  Agreements.   (Tr.  *330,  et  seq. )   If  the 
meaning  ascribed  to  Article  XIV  is.  as  plain  as  cross-appellant 
contends,  cross-appellant  has  had  a  singular  lack  of  success  in 


conveying  that  meaning  to  anyone  else, 

A  close  examination  of  the  Agreements  between  IDC  and 
Meyer,  and  between  Meyer,  Calhoun  and  Brovming,  which  agreements 
are  dated  September  21,  1959  (Exhibits  8  and  9)  discloses  that 
they  are  directed  to  spelling  out  the  rights  and  obligations  that 
arise  from  the  transfer  of  the  3.nvention  described  in  tvjo  patent 
applications.   In  the  first  "V/hereas"  clause  of  the  general  agree- 
ment, bottle  inspection  machine  is  defined.  That  this  clause  is 
intended  to  be  a  definition  is  clear  from  the  fact  that  quotations 
are  put  around  the  vjords  "bottle  inspection  machine"  and  the  v^ords 
".  ,  .  hereinafter  called  a  "  precede  the  words  "bottle  inspec- 
tion machine."  That  this  is  intended  to  be  a  definition  v/hich 
carries  through  the  Agreements  appears  from  Paragraph  ■'^  of  the 
Consultant  Agreement  v/hich  refers  to  "bottle  inspection  machines 
as  defined  in  the  agreem^ent  between  Meyer  and  Industrial."  [Em- 
phasis added].  Likev/ise,  in  Article  IV.  A.  of  the  general  Agree- 
ment Meyer  grants  Industrial  the  right  to  continue  the  manufacture, 
sale  and  servicing  of  "bottle  inspecting  machines  forcing  the 
subject  matter  of  this  Agreement.  ..."  [Emphasis  added].  This 
provision  also  makes  it  clear  that  the  parties  intended  that 
"bottle  inspecting  machines"  was  to  have  the  sam.e  m.eaning  as 
"bottle  inspection  machines"  as  defined  in  the  "V/hereas"  clause. 
Those  V7ords,  "Inspection"  and  "Inspecting"  are  used  interchangeably 
throughout  the  Agreement.  VJhile  this  might  be  said  to  be  untidy 
draftsmanship  it  certainly  does  not  change  the  basic  meaning  and 
effect  of  the  various  provisions  of  the  Agreements. 

The  broad  meaning  of  "bottle  inspection  machines"  con- 
tended for  by  cross-appellant  is  not  consistent  with  the  use  of 


the  phrase  "electronic  applications  for  the  packaging  industry" 
in  Article  VIII.  C.  to  describe  electronic  devices  other  than 
"bottle  inspection  machine [s]  .  .  .  for  v/hich  invention  tv/o 
applications  for  Letters  Patent  have  been  filed  .  .  .  ,"  v/hlch 
may  also,  incidentally,  inspect  bottles  for  various  purposes. 

In  his  decision  from  the  bench  (Tr.  *330)  Judge  Gray 
discussed  all  of  these  matters  and  stated  that  "the  v/hole  agree- 
ment is  directed  to  talking  about  the  bottle  inspection  or 
inspecting  machines  that  are  v;rapped  up  in  these  two  serial 
numbers."   (Tr.  ■^'"330).  Thei'-e  is,  vie   submit,  ample  evidence  to 
support  Judge  Gray's  findings  and  conclusions  respecting  the 
meaning  and  construction  to  be  given  to  the  contracts. 

Beyond  that,  however,  it  is  clear  from  the  record  why 
the  draftsm.anshlp  v:as  not  more  artful  and  the  Agreements  were 
not  carefu.lly  edited  before  they  vjere  signed.   As  Calhoun  said, 
they  were  prepared  by  a  committee.   (Tr.  *279) .  The  m.odlfication 
of  the  "V/hereas"  clause  at  Calhoun's  insistence  v/as  one  of  the 
last  revisions  made  before  the  general  Agreement  vms  executed. 
Sect  Pre-trial  Order  No.  2,  Par.  23,  R.  iGgk,   et  sec|.   It  was 
not  thereafter  carefully  edited. 

Cross-appellant  argues  that  the  definition  contained 
in  the  "VJhereas"  clause  is  not  intended  to  define  or  limit  the 
scope  of  Article  XIV.   If  cross-appellant' s  contention  is  cor- 
rect. Article  XIV  has  a  m.eaning  quite  different  from  the  covenant 
not  to  compete  given  by  Calhoun  and  Brovming  in  the  Consultant 
Agreement,  Paragraph  4.  This  covenant  not  to  compete  is  clearly 
limited  to  inspection  machines  "as  defined  in  the  agreement  be- 
tween Meyer  and  Industrial."  This  inconsistency  v7ould  make  no 


sense.   PXirthermore,  the  logical  conclusion  to  be  dra\\Ti  from 
cross- appellant '  s  argument  is  that  Article  xrv  v;ould  prohibit 
Calhoun  from  manufacturing  or  selling  any  machine  that  inspects 
bottles.  This  would,  of  course,  encompass  machines  that  inspect 
bottles  for  their  size,  the  presence  or  absence  of  chips  in  their, 
crowns,  t?ie  presence  or  absence  of  labels  or  crov.Tis,  as  well  as 
inspection  for  the  presence  of  foreign  particles.  There  is  no 
evidence  v/ithin  the  four  comers  of  the  Agreements  or  in  the  re- 
cord that  such  a  broad  construction  was  intended  by  anyone. 

Cross-appellant  argues  that  Judge  Gray's  interpreta- 
tion "is  strained  and  erroneous"  and  that  "it  falls  short  of 
reality".   (Cross-appellant's  Brief  at  page  31).  To  support 
this  argument  cross-appellant  then  picks  Article  XIY  apart,  sug- 
gesting first  that  great  importance  should  be  placed  upon  the 
distinction  between  the  words  "inspection"  and  "inspecting"  even 
though  from  the  face  of  the  Agreement  it  is  quite  clear  that  the 
committee  that  drafted  it  made  no  distinction  betv;een  these  v/ords. 
Cross-appellant  then  suggests  that  its  arbitrary  definition  of 
bottle  inspection  ma,chine  is  much  more  workable  than  the  defini- 
tion tied  to  the  patent  applications.   It  is  hard  to  imagine  a 
better  v/ay  of  defining  an  invention  which  is  the  subject  of  a 
sale  than  to  tie  it  to  the  description  of  the  invention  contained 
in  patent  applications.  \Ie   submit  cross-appellant' s  argument  at 
page  32  of  its  brief  is  itself  "strained". 

Cross-appellant  then  places  great  reliance  upon  the 
words  "will  not  enter  into  competition  v.-ith  Meyer"  pointing  out 
that  Article  V.  B.  of  the  Agreement  provides  that  "after  com- 
mencing  the  manufacture  of  the  bottle  inspecting  machine  Meyer 


will  have  the  sole  right  to  make  such  machines  and  also  the  sole 
right  to  sell  such  machines.  .  ."  The  purpose  and  meaning  of 
these  clauses  and  their  intei--relationship  is  quite  clear  on  the 
face  of  the  Agreement.  Article  V.  A.  contemplated  that  Meyer 
miglit  not  assume  the  responsibility  of  manufacturing  the  bottle 
inspecting  machines  in  the  first  six  months  follovjing  the  signing 
of  the  Agreement.  During  this  period  IDC  could  have  manufactured 
and  sold  bottle  inspecting  machines  v/ithout  being  in  "competition 
v/lth  Meyer"  and  therefore  v/ithout  breaching  Article  XIV.  When, 
however,  Meyer  undertook  the  manufacture  of  the  bottle  inspecting 
machines  as  provided  in  Article  V.  B.  it  had  the  sole  right  to 
make  such  machines,  at  which  point  Article  XIV  became  operative 
and  precluded  Industrial's  competition  with  Meyer  in  such  manu- 
facture and  sale. 

Cross-appellant  places  great  stress  on  the  fact  that 
Article  XIV  is  to  endure  "during  the  life  of  this  agreement"  and 
insists  that  this  must  mean  tv;enty-two  years.   Cross-appellant's 
argument  ignores  the  fact  that  the  Agreement  might  be  terminated 
by  Meyer  any  time  after  two  years  pursuant  to  Article  X,  or  might 
automatically  terminate,  pursuant  to  Article  XIII,  if  patents  did 
not  issue.   It  made  more  sense  to  tie  the  pendency  of  Article  XIV 
to  the  life  of  the  Agreement  than  to  the  period  prior  to  the 
issuance  of  patents.  Wlien  patents  did  issue.  Article  XIV  became 
surplusage  because  Meyer,  as  patentee,  could  prevent  Industi'^ial 
from  making  and  selling  the  bottle  inspection  m.acliines  and  did 
not  have  to  rely  on  Article  XIV. 


Perhaps  the  Agreement  could  have  been  edited  more 
carefully  or  drafted  more  artistically,  but  contrary  to  cross- 
appellant's  brief,  the  trial  court  had  no  difficulty  with  its 
plain  meaning.   (Appellant's  Brief  at  page  35).   Finally,  cross- 
appellant  relies  upon  the  deposition  testimony  of  Geo.  L.  N. 
Meyer,  Sr.  (referred  to  as  Leo  Meyer  throughout  the  briefs)  at 
pages  35-37  of  its  brief.  Vie  have  already  pointed  out  that  this 
testimony  is  not  part  of  the  evidence  in  this  case  and  is  taken 
out  of  context.  Mr.  Meyer's  ansv/er  at  the  top  of  page  36  of 
cross-appellant's  brief  supports  our  argument.  Nonetheless, 
these  questions  and  answers  refer  to  Mr,  Meyer's  mental  impres- 
sions in  June  of  1959  at  the  time  vihen   he  first  considered  the 
wisdom  of  some  type  of  non- competitive  clause  and,  as  the  balance 
of  his  deposition  discloses,  do  not  reflect  his  interpretation  of 
the  non- competitive  clause  that  finally  evolved  and  is  contained 
in  the  Agreements. 

V/e  agree  with  cross-appellant  and  with  Judge  Gray  that 
the  meaning  of  Article  XIV  and  the  other  provisions  of  the  Agree- 
ments of  September  21,  1959,  is  plain  and  does  not  require  testi- 
mony to  explain  am.biguities.  We  disagree  with  cross-appellant, 
however,  respecting  that  meaning  and  submit  that  Judge  Gray's 
decision  from  the  bench  (Tr.  -^330,  et  seq. )  and  findings  of  fact 
and  conclusions  of  law  in  this  respect  are  amply  supported  in 
the  record. 


C • •   The  Testimony  of  the  Negotiator  for  IDC, 

Calhoun,  Respecting  The  Meaning  and  Purpose 
of  the  September  21,  1959  Agreements  Supports 
and  Corroborates  the  Trial  Court's  Findings 
and  Conclusions. 

We  have  reviev;ed  (at  pages  2-8  of  this  brief)  the 
sequence  of  negotiations  and  modifications  that  were  made  in  the 
drafts  of  these  Agreements  prior  to  their  execution.   In  these 
negotiations  IDC  was  represented  by  Calhoun.   Calhoun  was  the 
person  v/ho  insisted  that  the  "Whereas"  clause  specifically  define 
the  subject  matter  of  the  Agreement  and  the  subject  matter  of 
Article  XIV,  as  well  as  Paragraph  4  of  the  Consultant  Agreement. 
He,  after  all,  v:as  the  person  who,  on  behalf  of  himself  and  IDC, 
gave  the  covenants  in  question.  His  testimony  respecting  their 
meaning  and  scope  should  control  if  any  testimony  is  required  to 
construe  the  contracts.  His  testimony  at  Tr.  *451-452  v/hich  is 
quoted  in  our  statement  of  facts  at  pages  6-8   above,  clearly 
and  unequivocally  supports  the  trial  court's  findings  and  con- 
clusions. There  is  no  contrary  testimony  by  any  party  to  the 
negotiations  in  the  evidence  that  v/as  introduced  at  the  misuse 
trial. 


II .   TTIE  TRIAL  COm\T'S  FIMPIHGS  OF  NO  PATENT 
MISUSE  AFJE  CORRECT. 

A.   The  Essential  Elements  of  A  Patent 

Misuse  Claim  are  Absent  In  this  Case. 

In  every  leading  patent  misuse  case  the  courts  have 
stressed  the  element  of  using  the  patent  in  a  fashion  v/hich  con- 
travenes public  policy.   See,  e.g.,  Morton  Salt  Co.  v.  G.  .S. 
Suppiger  Co.,  31^  U.S.  488,  h90-h9k   (19^2),  where  Justice  Stone 
noted  "that  respondent  is  making  use  of  its  patent  monopoly  to 
restrain  competition  ..."  Id.  at  491.   "It  is  a  principle  of 
general  application  that  courts,  and  especially  courts  of  equity, 
maj'-  appropriately  withhold  t}ieir  aid  where  the  plaintiff  Is^  H^iilS 
the  right  asserted  contrary  to  the  public  interest."  Id.  at  492. 
[Em^Dhasis  added].   Later  on  in  the  opinion.  Justice  Stone  states 
that  the  patentee  may  not  claim  protection  by  the  courts  "v/here 
it  is  being  used  to  subvert  that  policy."   Id.  at  494.  [Emphasis 
added].  See  also:  Transparent-Wrap  Machine  Corp.  v.  Stokes  & 
Smith  Co.,  329  U.S.  637,  64o,  644  (1947);  Mercoid  Corporation  v, 
Mid-Continent  Investm>ent  Co.,  320  U.S.  661,  666  (1944);  Carbice 
Corp.  V.  American  Patents  Dev.  Corp.,  283  U.S.  27  (1931);  National 
Locto^asher  Co.  v.  George  K.  Garrett  Co.,  Inc.,  137  F.2d  255,  256 
(3rd  Cir.  1943);  and  Touchett  v.  E  Z  Paintr  Corp.,  150  F.Supp.  384 
388-389  (E.D.  Wis.  1957). 

Here,  the  patent- in- suit  v;as  not  even  in  existence  at 
the  time  of  the  Meyer- IDC  Agreement  and  the  Consultant  Agreement. 
In  any  event,  Meyer  was  not  at  that  time  the  owner  of  the  patent 


application  v/hlch  preceded  the  patent  and,  accordingly,  could 
not  have  used  the  patent  or  patent  application  to  subvert  any- 
public  policy.   Meyer  was  one  of  three  companies  attempting  to 
buy  the  patent  aijplication  and  had  no  pov.er  or  leverage  over  the 
vendor.   Meyer  has  not  licensed  the  patent- in- suit  and,  accor- 
dingly, cannot  be  charged  vilth   misusing  the  patent  by  improper 
licensing.  There  is  no  claim  or  evidence  that  Meyer  has  misused 
the  patent  in  any  sales  distribution  agreements.   All  other  con- 
siderations aside,  the  absence  of  this  essential  element  of  a 
patent  misuse  charge  destroys  plaintiff's  patent  misuse  defense. 

^»  There  is  No  Legal  Precedent  for  Holding  That 
Article  XIV  of  the  September  21,  1939  Agree- 
ment or  Paragraph  4  of  the  Consultant  Agree- 
ment Constitutes  Patent  Misuse. 

At  pages  38-50  of  its  brief,  cross- appellant  argues,  on 
several  grounds,  that  the  covenants  not  to  compete  given  to  Meyer 
by  IDC  and  by  Calhoun  and  Brovming  constitute  patent  misuse.   The 
first  ground  is  that  the  trial  court  was  erroneous  in  its  deter- 
mination that  said  covenants  v^ere  ancillary  to  Meyer's  purchase 
of  IDC's  principal  asset  and  that  the  covenants  were  reasonable 
in  scope.   Hov/ever,  cross-appellant  fails  to  cite  any  authority 
for  its  contention. 

Covenants  not  to  compete  given  in  connection  v/ith  the 
sale  of  an  asset,  if  reasonably  designed  to  protect  the  value  of 
the  asset  purchased,  are  generally  recognized  by  courts  in  this 
country  to  be  reasonable  and  legal  restraints  upon  trade.   See, 


e.g..  United  States  v.  Addyston  Pipe  &  Steel  Co.,  85  Fed.  271, 
281,  aff'd.  175  U.S.  211  (1899);  Orbo  Theatre  Corp.  v.  Loew's, 
156  F.Supp.  770,  777  (D.  C.  1957);  Fiaierton  Lumber  Company  v. 
Torborg,  270  Wis.  133,  70  N.v;.  585  (1955);  ^5  A.L.R.2d  77;  46 
A.L,R.2d  119;  Business  and  Professional  Code,  §l6601-l6602  (Cal. 
Stats.,  1941,  Chap.  526,  §1,  page  l834) . 

I"  A.  B.  Dick  Co.  v.  Fuller,  213  Fed.  98  (S.D.N.Y.  1914), 
the  court  states: 

" . ' .  .  As  I  read  the  case  it  is  not  alv/ays  illegal  for  one 
for  a  consideration  to  exclude  himself  for  a  time  from 
making,  using,  or  selling  material  or  processes  of  a  class 
of  character  of  a  particular  kind.   For  example,  where  the 
purchaser  of  a  thiiig  to  protect  himself  from  the  destruction 
of  the  thing  bought  agrees  v/ith  the  seller  that  he  shall  not 
use  any  nevi   invention  of  his  for  producing  a  product  v/hich 
will  in  effect  destroy  the  value  of  the  property  purchased, 
there  is  no  restraint  which  will   invalidate  the  contract. 
[Cites]  Nor  is  it  illegal  restraint  where  the  restraint  im- 
posed is  not  larger  than  is  requisite  for  the  necessary 
protection  of  the  party  v:ith  v;hom  the  contract  is  made. 
Oregon  Steam  Navigation  Co.  v.  Wlnsor,  20  v;all,  64,  22  L.Ed. 
315'"  (213  Fed.  98  at  101). 

As  pointed  out  abov3,  the  instant  covenants  not  to  com- 
pete are  reasonable  because,  first,  they  are  limited  to  the  very 
product  being  sold.   Second,  they  are  limited  as  a  practical 
matter  to  the  period  prior  to  issuance  of  the  patent,  which  would 
be  at  most  a  period  of  two  to  five  years.   It  Is  clear  that  the 
covenant  v;as  not  intended  to  last  longer  because  the  patent 


itself,  once  it  vras  issued,  would  thereafter  preclude  the  vendor 
from  manufacturing  the  device  and  the  covenant  v/ould  be  of  no 
further  use.   Nordhaus  &  Juro'w,  Patent  Antitrust  Lav7,  §112(l96l). 
Finally,  the  territorial  limitation  is  reasonable.   Since  the 
market  for  this  product  is  nation-wide  or  V7orld-wide,  there  was 
no  need  for  an  explicit  territorial  limitation  in  the  covenants. 

If  the  Court  should  be  concerned  about  the  reasonable- 
ness of  any  of  the  above  limitations,  there  still  would  be  no 
patent  misuse  because  it  is  clear  that,  under  both  federal  law 
and  the  lav;s  of  California  and  V/isconsin,  the  covenant  v/ould  be 
enforced  only  to  the  extent  necessary  to  protect  the  value  of  the 
business  or  asset  sold.   See,  e.g.,  Oregon  Steam  Navigation  Co. 
v.  Winsor,  87  U.S.  64  (1873);  Hill  v.  Central  West  Public  Service 
Co.,  37  F.2d  451  (5th  Cir.  1930);  Mahlstedt  v.  Fugit,  79  Cal.App. 
2d  562,  180  P. 2d  777  (2d  Div.  19^7);  Edwards  v.  Mull in,  220  Cal. 
379,  30  P. 2d  997  (193^);  and  F-ullerton  Lumber  Co.  v.  Torborg, 
270  Wis.  133,  145-147,  70  N.W.  2d  585  (1955).  The  only  case  cited 
by  cross-appellant,  Sumjierhays  v.  Scheu,  52  P. 2d  512  (Cal.App. 
1935),  is  not  in  point.   In  that  case  there  was  only  an  oral 
agreement  not  to  compete  by  the  seller  vrhich  was  held  to  be  barred 
by  the  statute  of  frauds.   In  addition,  the  restriction,  v/hich  was 
not  restricted  in  time  or  area,  was  held  to  be  unreasonable  in 
scope.  Cross-appellant  does  not  attack  the  reasonableness  of  the 
restriction  in  the  present  case  but  rather  argues  the  question  of 
reasonableness  should  not  even  be  considered. 

Cross-appellant's  second  ground  (pages  43-50  of  its 
brief)  apparently  is  that  use  of  any  covenant  not  to  compete 
constitutes  patent  misuse.   However,  the  cases  cited  by  cross- 


appellant  fall  to  support  such  a  proposition.   First,  they  in- 
volved patents  rather  than  patent  applications;  second,  they 
involved  licensing  agreements  or  distributorship  contracts  rather 
than  an  outright  sale  of  a  patent;  third,  they  primarily  involved 
restrictions  imposed  by  the  licensor  of  the  patent  as  a  condition 
of  using  his  patent  rather  than  by  the  license;   and  finally,  the 
restrictions  involved  products  other  than  those  covered  by  the 
patent  rather  than  the  very  product  covered  by  the  patent  appli- 
cations. 

In  only  two  cases  have  restraints  upon  the  licensor  even 
been  considered.   In  McCullough  v.  Kammerer  Corp.,  l66  F.2d  759 
(9th  Cir.  19^8)  the  court  conderrjied  covenants  v;hich  precluded  both 
the  licensee  and  the  licensor  from  using  equipment  which  competed 
with  the  patented  equipment.  But  in  that  case  the  licensor  used 
its  monopoly  power  to  impose  the  restriction  on  the  licensee  and 
then  placed  a  similar  restriction  on  itself  as  part  of  its  plan 
to  extend  its  lav/ful  monopoly.   It  seems  clear  that  the  restric- 
tion upon  the  licensee  was  the  principal  cause  of  the  finding  of 
patent  misuse.  The  court  notes  at  page  76O: 

"...  The  licensor  to  procure  such  extension  of 
the  monopoly  area  of  its  patent  also  binds  itself  to 
extend  the  area  of  the  monopoly  by  a  sim.ilar  restric- 
tive agreement." 
The  court  gave  no  hint  that,  if  the  licensor's  covenant  had 
stood  alone,  there  vrould  have  been  finding  of  patent  misuse. 

Touchett  v.-  E  Z  PAIin?R  CORP.,  I50  F.Supp.  384  (E.D. 
Wis.  157),  although  it  technically  involved  a  covenant  not  to 
compete  by  a  licensor  of  a  patent,  is  unique  in  that  the  patent 


was  transferred  from  the  corporation  which  owned  it  to  an  indi- 
vidual. The  individual,  in  the  same  transaction,  licensed  the 
patent  back  to  the  corporation  and  covenanted  not  to  compete  v/ith 
the  patented  products.   On  its  face  the  case  is  clearly  distin- 
guishable from  the  case  at  bar  because  the  corporation,  though 
technically  called  the  "licensee"  was,  in  fact,  the  real  ov/ner 
of  the  patent.   The  agreement  was  simply  an  involved  attempt  to 
justify  the  restrictions  by  making  it  appear  that  the  individual 
was  the  licensor.  Therefore,  the  holding  of  the  court  does  not 
support  the  plaintiff's  argum.ent  that  a  covenant  not  to  compete 
by  a  licensor  constitutes  patent  misuse.  After  a  complete  con- 
sideration of  the  patent  misuse  doctrine,  the  court  concluded 
that  it  was  the 

"  [cor]3oration]  rather  than  the  [individual]  who  ac- 
tively used  the  patents  to  stifle  competition  and  that  [the 
individual]  was  at  most  a  passive  party  to  that  misuse  of 
patents  .  .  .  therefore  .  .  .  the  court  believes  that  as  an 
equitable  proposition,  the  doctrine  should  not  be  applied 
in  favor  of  the  [corporation]  and  against  the  [individual] 
in  these  cases." 
It  is  interesting  to  note  that  the  opinion  makes  particular  em- 
phasis of  the  fact  that  patent  m.isuse  "is  based  upon  the  use  of 
the  patent  for  the  purpose  of  unlawfully  extending  the  monopoly." 
150  F.Supp.  at  388. 

In  short,  cross-appellant 's  authorities  are  not  in 
point  because  they  involved  the  use  of  patents  in  a  fashion 
de'slgneS  to  contravene  public  policy.   See:  Morton  Salt  Co.  v. 
G^^Suppiger  Co..  31^  U.S.  488,  490-^94  (19^2).   In  the  case 


at  bar,  Meyer  did  not  ovm  the  patent  applications.   It  purchased 
them  from  the  inventors  who,  without  some  contractual  restriction 
would  have  been  free  to  manufacture  the  machine  covered  by  the 
applications  until  the  patents  were  issued--a  period  of  perhaps 
as  long  as  five  years  I   It  makes  no  sense  to  say,  as  cross- 
appellant  must,  that  Meyer,  v:ho  v/as  bargaining  to  purchase  the 
applications,  used  its  power  under  those  applications  to  limit 
IDC's  future  competitive  activities.   Meyer  just  simply  could  not 
have  misused  a-ny  povxer  granted  by  the  patent  laws  because  any 
such  pov/er  v;as  held  by  IDC,  not  by  Meyer. 

Even  if  the  covenants  not  to  compete  once  constituted 
patent  misuse,  they  do  not  at  this  tim.e  constitute  a  defense  to 
Meyer's  counterclaim  for  infringement. 

A  patentee  may  purge  himself  of  patent  misuse  and 
thereby  remove  aiiy  bar  to  an  infringement  action.   Preformed  Line 
Products  Co.  v.  Fanner  Mfg.  Co.,  328  F.2d  265  (6th  Cir.  I96U); 
Zajicek  v.  Koolvent  Metal  Awning  Corp.  of  America,  283  F.2d  127 
(9th  Cir.  i960);  Waco- Porter  Corporation  v.  Tubular  Structures 
Corp.  of  America,  222  F.Supp.  332,  335  (S.D.  Cal.  I963) ;  Nordhaus 
&  Jurow,  Patent- Antitrust  Law,  §45,  p.  121  (1961). 

Paragraph  h   of  the  Consultant  Agreement  expired  by  its 
ovm  terms  on  September  22,  1964.   If  it  ever  constituted  patent 
misuse,  there  is  no  evidence  that  it  has  any  effect  any  longer 
or  should  in  any  v;ay  bar  defendant's  counterclaim  for  infringement. 

Article  XIV  of  the  Meyer-IDC  Agreement  v^as  ineffective 
after  the  patents  were  issued  because  the  patents  then  precluded 
manufacturing  the  machine  covered  by  the  patents.  However,  to 


be  sure  there  v/as  no  misunderstanding  ,  (Tr.  *447),  on  jLine  23, 
1966,  Meyer  and  IDC  entered  into  an  agreement  which  rescinded 
Article  XIV.   (Exhibit  B) .   The  Agreement  of  June  23,  1966  re- 
cites that  after  the  patents  issued,  Meyer's  rights  as  a  patentee 
were  at  least  as  great  as  the  rights  afforded  to  it  by  Article 
XIV;  that  the  Article  having  no  further  legal  effect,  the  par- 
ties rescind  it  and  declare  it  null  and  void.  This  Agreement 
of  June  23,  1966  simply  recognizes  what  the  principals  of  Meyer 
and  IDC  understood  were  the  purposes  and  legal  effect  of  Article 
XIV,  namely  to  preclude  IDC  from  manufacturing  and  selling  the 
machine  which  it  sold  to  Meyer  during  the  period  prior  to  the 
issuance  of  the  patents. 

Contrary  to  cross-appellant's  allegation  at  pages  63-64 
of  its  brief,  the  covenants  not  to  compete  did  not  in  any  way 
limit  competition  with  Meyer.   Cross- appellant  makes  no  attempt 
to  shov;  that  the  trial  court's  findings  in  this  regard  were 
erroneous.   It  simply  asserts  that  the  covenants  not  to  compete 
somehow  magically  enabled  Meyer  to  "obtain  market  dominance". 
Such  an  assertion  is  contrary  to  all  of  the  evidence  in  this 
case.  The  only  possible  effect  of  such  covenants  vrould  have 
been  on  Calhoun  and  Brovming,  on  IDC  or  possibly  on  Wyman  and 
Williams.   It  will  be  sho^^m  below  that  there  was  no  significant 
effect  on  any  of  those  parties. 

Calhoun  and  Browning  have  continued  to  invent  new 
devices,  including  several  for  inspection  of  bottles,  none  of 
the  patents  on  vrhich  have  been  sold  or  licensed  to  Meyer,  (Tr. 
464-68;  Finding  #21).      It  is  hard  to  imagine  any  lesser  impact 
on  competition. 


Similarly,  the  covenants  had  no  effect  on  competition 
with  IDC  because  IDC  v/ould  not  have  remained  a  viable  competitor 
in  any  event.   Its  shareholders  intended,  prior  to  execution  of 
the  agreement,  that  it  would  become  dormant  after  selling  its 
only  substantial  asset.   (Tr.  3^3,  352-5^). 

Finally,  VJyman  and  Williams  were  not  restricted  from 
competing  with  Meyer  because  they  never  signed  any  agreement  not 
to  compete.   (The  fact  that  only  one  of  the  three  inventors  did 
sign  such  an  agreement  indicates  Meyer  did  not  wield  much  power 
in  the  negotiations).  The  only  restrictions  on  Wyman  and  VJilliams 
were  that  they  could  not  infringe  somebody  else's  valid  patents, 
which  is,  of  course,  no  greater  restriction  than  that  placed  on 
everyone  by  our  laws. 


^ •   The  Trial  Court's  Conclusion  That  Tlie  As- 
signment by  IDC  and  Calhoun  and  Erovming 
of  Improvements  on  the  Basic  Patents  to 
Meyer  Was  Not  Misuse  Is  Correct. 
Cross-appellant  claims  that  Meyer  misused  the  patent 
when  it  purchased,  in  addition  to  the  basic  patent  itself,  the 
rights  to  any  improvements  the  vendor  might  develop  during  the 
period  when  the  patent  application  v^as  pending  and  during  the 
life  of  the  patent.   Such  a  claim  is  based  on  a  total  misunder- 
standing of  the  doctrine  of  patent  misuse.  The  doctrine  does  not 
preclude  and  never  has  precluded  the  purchase  or  sale  of  a  patent 
and  any  future  improvements  on  that  patent. 


In  support  of  its  contention,  plaintiff  cites  only  one 
case,  and  that  involved  a  "grant  back"  clause,  i.e.,  a  covenant 
promising  to  license  to  the  licensor  any  improvements  to  the 
basic  patent  v/hich  the  licensee  may  develop  and  patent.   Plain- 
tiff then  attempts  to  analogize  this  "grant  back"  case  to  the 
present  fact  situation  for  vfhich  it  coins  the  term  "grant  for- 
ward". The  "grant  back"  is  not  relevant  here  because  "grant 
back"  clauses  differ  so  substantially  from  "grant  forv;ard" 
clauses.  The  curious  thing  is  that,  even  if  this  case  came 
within  the  scope  of  the  "grant  back"  case  plaintiff  cites,  that 
case  does  not  support  plaintiff's  argument  that  "grant  back" 
agreements  constitute  patent  misuse.   In  Transparent-Wrap  Ma- 
chine Corp.  V.  Stokes  &  Smith  Co.,  329  U.S.  637  (19^7),  the 
patent  owner  had  granted  an  exclusive  license  to  manufacture  and 
sell  the  product  in  North  America.  The  licensee  in  return  agreed 
to  give  the  ovmer  an  exclusive,  royalty- free  license  oh  any 
impi'ovements  the  licensee  might  develop.  The  court  held  that 
such  agreements  v:ere  enforceable  unless  used  to  gain  control  of 
an  entire  industry: 

"An  improvement  patent,  like  the  basic  patent  to  which 
it  relates,  is  a  legalized  monopoly  for  a  limited  period. 
The  law  permits  both  to  be  bought  and  sold.  One  who  uses 
one  patent  to  acquire  another  is  not  extending  his  patent 
monopoly  to  articles  governed  by  the  general  lav;  and  as 
respects  which  neither  monopolies  nor  restraints  of  trade 
sanctioned.  He  is  indeed  using  one  legalized  monopoly  to 
acquire  another  legalized  monopoly. 


"The  difficulty  is  that  Congress  has  not  made  illegal  the 
acquisition  of  improvement  patents  by  the  ovmer  of  a  basic 
patent.  The  assignment  of  patents  is  indeed  sanctioned. 

«   •   « 

"It  is,  of  course,  true  that  the  monopoly  v^hich  the 
licensor  obtains  when  he  acquires  the  improvement  patents 
extends  beyond  the  term  of  his  basic  patent.  But  as  we 
have  said,  that  is  not  creating  by  agreement  a  monopoly 
which  the  lav;  otherwise  v/ould  not  sanction.  The  grant  of 
the  improvement  patent  itself  creates  the  monopoly." 
329  U.S.  637  at  6kh-h6, 

Plaintiff  fails  to  cite,  and  in  fact  is  unable  to  cite, 
a  single  case  holding  that  it  is  patent  misuse  to  "grant  fon-:ard" 
i.e.,  to  sell  any  patent  improvements  developed  by  the  inventor 
of  the  basic  product,  and  fails  to  discuss  two  cases  v/hich  speci- 
fically recognized  the  validity  of  such  clauses.   In  Independent 
Electric  Co.  v.  Jeffery  Mfg.  Co.,  76  Fed.  98I  (Ohio,  I896) ,  the 
court  construed  a  contract  selling  a  patent  and  any  improvements 
thereon.  The  vendor  had  developed  a  new  invention  to  v;hich 
plaintiff  claimed  title.  The  court  held  that  the  invention  v/as 
not  an  improvement  on  the  basic  patent  and  that  the  contract  had 
transferred  only  the  right  to  improvements,  not  to  all  inventions 
of  every  type  ever  made  by  the  vendor.   The  court  implied  that 
such  a  broad  contract  might  be  unenforceable  but  specifically 
recognized  the  validity  of  the  more  limited  contract.   Also,  in 
Littlefield  v.  Perry. -88  U.S.  205,  21  Wall.  226  (l874),  the 
defendant  had  granted  to  plaintiff  a  patent  on  one  invention,  an 


application  for  a  patent  on  another  and  any  future  patented  im- 
provements on  either  invention.  Defendant  later  patented  another 
invention.  The  court  held  that  it  was  an  improvement  on  the 
basic  invention  and,  therefore,  that  plaintiff  was  entitled  to  it. 

The  assignment  of  improvements  was  in  fact  in  the  best 
interest  of  IDC  and  Calhoun.   Calhoun  testified  that  any  improve- 
ment was  of  no  value  to  him  because  he  could  not  use  it  or  sell 
it  but  that  it  was  of  benefit  to  him  to  assign  it  to  Meyer  so 
that  the  product  would  remain  competitive  and  maximize  his  roy- 
alties.  (Tr.  453-5^). 


D.   The  Trial  Court's  Conclusion  That  the  Grant- 
ing to  Meyer  of  an  Option  of  First  Refusal 
on  the  Sale  or  Licensing  of  Future  Electronic 
Inventions  in  Packaging  Did  not  Constitute 
Misuse  is  Correct. 
Cross-appellant  fails  to  cite,  and  our  research  has  not 
disclosed,  any  case  holding  a  first  refusal  clause  to  be  patent 
misuse.   Such  a  right  does  not  in  any  way  inhibit  research  since 
it  means  that  defendant  can  purchase  the  patent  only  if  it  is 
willing  to  match  the  highest  offer  made  to  the  inventor  by  third 
parties.   In  fact  such  a  right  assured  the  Inventor  that  one 
potential  buyer  will  at  least  look  at  anything  he  develops. 
Therefore,  a  first  refusal  clause  may  well  encourage  future 
research.   IDC  via.s   not  in  any  way  forced  to  license  any  future 
patents;  it  v/as  free  to  manufacture  and  sell  any  nevi   Inventions 


it  might  develop.  (Tr.  467-71).  Nor  was  it  forced  to  offer  the 
license  only  to  Meyer.  The  clause  in  no  way  eliminated  IDC  as  a 
competitor  of  Meyer  or  reduced  its  power  to  compete. 


E.   The  Trial  Court's  Findings  Respecting 
Meyer's  Contract  with  Mitsubishi  Has 
Ample  Support  in  the  Record  and  the  Con- 
clusion that  the  Mitsubishi  Contract 
Could  Not  Constitute  Misuse  of  the  U.S. 
Patent- in-Suit  is  Manifestly  Correct. 
Cross-appellant  makes  no  direct  attack  on  the  trial 
court's  findings  as  to  the  Mitsubishi  agreement  but,  since  there 
are  implications  that  the  trial  court  erred,  v;e  will  discuss  that 
agreement  briefly.  The  original  agreement  with  Mitsubishi  was 
executed  on   October  31,  1958,  before  Meyer  had  even  acquired  the 
patent  in  question  here.   On  December  17,  19^2,  Meyer  and 
Mitsubishi  entered  into  a  supplemental  agreement  covering  the 
bottle  inspector  v/hich  Meyer  had,  by  that  time,  acquired  from 
IDC.  The  legal  effect  of  these  agreements  is  that  Meyer  licensed 
Mitsubishi  under  Japanese  patents  and  agreed  to  impart  to  Mitsu- 
bishi confidential  information  and  technical  knov/-hov:. 

This  agreement  is  irrelevant  to  a  defense  of  misuse  of 
Meyer's  U.  S.  patents  because  the  misuse  must  be  of  the  patent 
rights  v/hich  the  patentee  is  seeking  to  enforce  in  that  parti- 
cular action.   Eversharp,  Inc.  v.  Fisher  Pen  Co.,  Inc.,  204  F. 
Supp.  649,  674  (N.D.  111.  1961)  and  cases  cited  therein. 


Similarly J  in  Sperry  Products,  Inc.  v.  Aluminum  Com- 
pany of  America,  171  F.Supp.  901  (N.D.  Ohio,  1959),  aff'd.  285 
F.2d  911  (6th  Cir.  I96O) ,  the  court  rejected  a  claim  that  certain 
provisions  in  a  foreign  licensing  agreement  constituted  misuse  of 
a  U.  S.  patent: 

"All  of  Sperry' s  foreign  licenses  where  granted  under 
its  foreign  patents.  Hence  there  was  no  use,  and  conse- 
quently no  misuse,  of  the  United  States  patents  in  suit  in 
connection  with  Sperry' s  foreign  licensing  policy.  Defen- 
dants recognize  that  the  defense  of  misuse  is  available 
only  where  there  has  been  a  misuse  of  the  patents  in  suit. 
Hov/ever,  they  attempt  to  relate  Sperry' s  United  States 
patents  to  its  foreign  licensing  policy.   Defendants  advance 
the  argument  that  Sperry 's  rights  under  the  patents  in  suit 
were  expanded  by  its  foreign  patents  covering  the  same  in- 
ventions and  that  Sperry  used  its  foreign  patents  to  expand 
its  rights  under  its  United  States  patents  'beyond  anything 
contemplated  by  law. '  The  implication  of  such  argaiment 
seems  to  be  that  the  patents  in  suit  as  exi:)anded  by  the 
foreign  patents  covering  t?ie  same  inventions  vrere  misused 
by  Sperry  in  connection  v/ith  its  foreign  licensing  policy. 
The  argument  is  unsound.  Foreign  patents  create  rights 
separate  and  distinct  from  those  created  by  patents  issued 
in  the  United  States.   Foreign  patents  covering  the  same 
inventions  as  United  States  patents  can  neither  restrict 
nor  enlarge  the  rights  acquired  under  patents  issued  by 
the  United  States  Government.  An  excellent  statement  of 
the  applicable  principles  is  found  in  the  Report  of  the 


Attorney  General's  Committee  on  Antitrust  Lav;s  (1953)  v/here 
it  is  said  (p.  96) : 

"'VJe  point  out,  hovrever,  that  a  patent  is  a 
grant  from  the  sovereign  and  therefore  has  no  force 
beyond  that  sovereign's  territorial  limits.   Thus,  a 
United  States  patent  creates  rights  coextensive  only 
v;ith  United  States  laws.   Similarly,  a  British  patent, 
covering  the  same  invention  as  an  American  patent,  is 
governed  by  British  lav/  co- extensive  vrlth   British 
territory.  This  means  that  patent  rights  in  the  same 
invention  may  differ  in  scope  and  effect  in  the  respec- 
tive territorial  limits  of  the  country  of  issuance.' 
"The  doctrine  of  misuse  rests  upon  the  principle  that 
the  holder  of  an  exclusive  privilege  granted  in  the  further- 
ance of  public  policy  may  not  claim  protection  of  his  grant 
by  the  courts  where  it  is  being  used  to  subvert  that  policy, 
Morton  Salt  Co.  v.  G.  S.  Suppiger  Co.,  31^  U.S.  488,  494, 
62  S.Ct.  402,  86  L.Ed.  363.   Sperrj'  seeks  no  protection  of 
the  patents  granted  by  foreign  countries  and  it  is  not 
shovm  that  the  patents  in  suit  were  used  to  subvert  the 
public  policy  of  the  United  States  as  expressed  in  the 
Constitution  and  patent  laws."  171  F.Supp.  901  at  94o. 


III.  THERE  IS  NO  BASIS  IN  TITE  FECORD  OR  IN  THE 
LEGAL  PRECEDEInjTS  FOR  DISTURBING  TIIE  TRIAL 
COURT'S  RULINGS   ON  LEGAL  FEES  klJD   COSTS. 

A.   The  Awarding  of  Attorneys  Fees  in  Patent 
Cases  is  Discretionary  v/ith  the  District 
Court  and  the  Exercise  of  Such  Discretion 
is  Limited  to  Exceptional  Cases. 

Cross- appellant  is  correct  in  stating  that  it  is  v;ell 
settled  that  the  awarding  of  attorneys'  fees  in  patent  cases  is 
discretionary  v^ith  the  Trial  Court;  and  further,  that  the  exer- 
cise of  that  discretion  may  not  be  overturned  by  an  appellate 
court  "except  where  there  is  an  abuse  of  discretion  amounting 
to  caprice  or  an  erroneous  conception  of  law  on  the  part  of  the 
trial  Judge.",  quoting  from  Dubil  v.  Rayford  Camp  &  Co.,  l84 
F.2d  899  (C.A.  9,  1950). 

The  commission  of  this  discretion  to  the  Trial  Court 
is  statutorily  expressed  in  35  U.S.C.  §285,  as  follows: 

"The  court  in  exceptional  cases  may  award 
reasonable  attorneys'  fees  to  the  prevailing  party." 

This  Court,  on  several  occasions,  has  construed  the 
term  "exceptional"  as  it  thus  appears  in  the  statute.  Thus, 
in  Kemart  Corp.  v.  Printing  Arts  Research  Laboratories,  269  F.2d 
375  (C.A.  9,  1959),  it  was  stated  at  page  39^: 


"Judge  Has tie,  writing  for  this  court  in  Park-in- 
Theatres  v.  Perkins,  supra,  indicates  that  it  is  incumbent 
upon  the  trial  court  to  apply  a  'strict  standard  in  find- 
ing cause  adequate  to  justify  an  allovmnce  of  attorney's 
fees.'"  He  states  I90  F.2d  at  page  142: 

"'The  exercise  of  discretion  in  favor  of  such 
an  allowance  should  be  bottomed  upon  a  finding  of 
unfairness  or  bad  faith  in  the  conduct  of  the  losing 
party,  or  some  other  equitable  consideration  of  simi- 
lar force,  which  makes  it  grossly  unjust  that  the 
winner  of  the  particular  lawsuit  be  left  to  bear  the 
burden  of  his  own  counsel  fees  which  prevailing  liti- 
gants normallj^  bear. ' 

"In  its  opinion,  the  trial  court  held  that  the  appellee 
acted  in  a  reasonable  manner  before,  during  and  after  the 
trial  of  the  infringement  issue.   [See  146  F.Supp.  21,  24.] 
We  find  no  reason  to  disagree  v;ith  the  conclusion  of  the 
trial  judge  and  the  finding  in  accord  with  it.  **^*  Nor 
do  v;e  feel  that  the  representations  concerning  the  state  of 
the  prior  art  vrhich  were  made  by  appellee  at  the  trial  of 
the  infringement  issue,  vrere  such  as  to  give  rise  to  the 
'unfairness  or  bad  faith  in  the  conduct  of  the  losing  party' 
or  the  'other  equitable  consideration  of  similar  force' 
necessary  to  bring  the  present  case  within  the  'exceptional 
cases'  included  in  the  statute.   VJe  conclude  that  the 
trial  court  exercised  his  discretion  properly." 


Mo2?e  recently,  in  Florida  Brace  Corp.  et  al  v.  Bartels 
et  al,  332  F. 2d  337,  (C.A.  9,  1964),  this  Court  reversed  an 
av^ard  by  the  District  Court  of  attorneys'  fees  against  an  unsuc- 
cessful patentee  plaintiff  in  an  opinion  by  Judge  Barnes  in 
v;hich  it  V7as  stated  at  pp.  338-339  and  3^0: 

"The  original  language  of  the  predecessor  statute 
(35  U.S.C.  §  70)  reads: 

"•  The  court  may  in  its  discretion  av/ard  reasonable 
attorney's  fees  to  the  prevailing  party  upon  the  entry  of 
judgment  on  any  patent  case.' 

"On  July  19,  1952,  this  language  was  changed  to  the 
following: 

"'The  court  in  exceptional  cases  may  award  reasonable 
attorney  fees  to  the  prevailing  party.'  (Emphasis 
added). 
-  "The  'Revised  Note'  states: 

"'[Ijn  exceptional  cases'  has  been  added  as 
exp2?essing  the  intention  of  the  present  statute  as 
shov;n  by  its  legislative  history  and  as  interpreted 
by  the  courts. ' 

"This  change  in  language  certainly  did  not  enlarge 
the  judicial  discretion  of  the  trial  judge;  neither  did 
it  take  any  portion  avray.  The  emphasis  on  the  exception 
case  seems  to  refer  to  a  general  requirement  disclosed 
by  the  adjudicated  cases  that  some  wilfulness  must 
exist  on  the  part  of  the  losing  party  before  attorney's 
fees  are  to  be  awarded.  ***(citatioi3) " 


"a  reading  of  the  Findings  XVI  and  XXI  referred  to  above 
upon  which  the  finding  of  bad  faith  and  the  subsequent  avrard 
of  attorneys'  fees  rests,  indicates  the  appellants  and  their 
counsel  were  doing  only  v/hat  almost  everyone  to  v;hom  a  pa- 
tent has  been  issued  by  the  United  States  Patent  Office  has 
been  doing  for  years.   This  they  have  done,  aided  and  abetted 
and  encouraged  by,  and  under  the  advice  of,  the  patent  bar. 
What  plaintiffs  here  did  vras  to  test  the  validity  of  their 
presumptively  valid  patent  (a)  by  litigation  vjhich  charges 
infringement  in  a  certain  accused  device;  (b)  vjhich  attempted 
to  bolster  plaintiffs'  position  patentvzise  by  charging 
'unfair  competition';  (c)  by  refusing  to  license  the  manu- 
facturer of  the  accused  device;  (d)  by  taking  depositions 
in  support  of  a  phase  of  a  case  v/hich  was  later  abandoned, 
after  the  completion  of  plaintiffs'  case;  (e)  even  though 
they  were  perhaps  beset  with  'doubts'  or  'suspicions'  as  to 
the  validity  of  their  own  patent;  (f)  nevertheless  suing  a 
corporate  defendant  and  an  individual  v;ho  might  not  have  had 
exactly  the  same  financial  standing  as  the  plaintiff  ; 
(g)  and  in  so  doing,  'multiplying  the  expense.' 

"No  one  or  all  of  these  acts  on  the  part  of  appellants 
or  their  counsel  in  our  opinion  justify  the  finding  of  bad 
faith  and  wilful  infringement  in  the  filing  and  prosecution 
of  the  suit  on  the  record  before  us.   Appellants  thought  that 
they  had  a  good  patent.   They  were  proved  wrong,  but  such 
proof  does  not  establish  a  lack  of  good  faith." 


B.   The  District  Judge  Did  Not  Abuse  His  Discretion  ' 
or  Misconceive  the  Law  in  Deciding  that  This  was 
not  an  Extraordinary  Case  Calling  for  the  Av/ard 
of  Attorneys'  Fees  to  Appellant, 

The  only  "exceptional"  aspect  of  the  present  case  is 
the  fantastically  imaginative  series  of  contentions  advanced  by 
cross-appellant  in  pages  73-97  of  its  brief  as  to  V7hy  the  conduct 
of  cross-appellee  Meyer  has  been  so  heinous  that  this  Court  should 
be  moved  to  the  degree  required  to  reverse  the  District  Judge's 
declination  in  his  discretion  to  award  attorneys'  fees.  Of 
necessity,  however,  cross-appellee  must  answer  each  of  cross- 
appellant's  specious  charges  of  inequitable  conduct  on  the  part 
of  cross- appellee.   In  the  following  pages  of  this  brief  cross- 
appellee  proposes  to  demonstrate  that  its  conduct,  considered 
item  by  item,  or  collectively,  has  not  been  such  as  to  require 
this  Court  to  reverse  the  District  Court's  disallov^ance  of  attor- 
neys' fees. 

1 •   Alleged  Failure  to  Bring  to  the  Attention  of  the 
Patent  Office  the  Best  Known  Prior  Art. 

British  Stoate  '229  patent  (Exh.  hk) .      This  was  a 
catch-all  patent  for  which  Mr.  Stoate  applied  in  1938  (Tr.  19^^- 
19^5,  2075).   It  may  be  argued  that  reading  one  obscure  figure 
(Fig.  7)  of  this  patent  in  conjunction  with  the  teaching  of 
another  earlier  Stoate  patent.  No.  ^69,^^58,  a  centered  optical 


system  is  taught  (See:  Stoate-  testimony,  Tr.  2035-20^3).   The 
District  Court  so  found  (Finding  No.  15(a),  R.  19^^),  but  it  also 
found  that  that  Stoate  patent  did  not  disclose  or  contemplate  the 
concept  of  spatial  filtering,  etc.  (Finding  No.  11(d),  R.  19^2-3). 
In  any  event,  the  Stoate  patent  in  question  came  to  the  attention 
of  Meyer's  Milv;aukee  patent  attorneys  v;ho  were  in  charge  of  prose- 
cuting the  British  patent  application,  while  the  U.  S.  applications, 
which  resulted  in  the  patent- in- suit,  were  being  prosecuted  by 
IDC's  attorneys  who  continued  after  the  purchase  by  Meyer  of  the 
IDC  developments  by  the  September  21,  1959  Agreement  (Exhibit  8, 
P.T.O.-R.  1690),  to  prosecute  the  applications  for  Meyer  (P.T.O., 
R.  1699).  From  all  the  evidence,  including  file  wrappers,  argu- 
ments concerning  v/hat  Stoate  '229  actually  taught  as  explained  by 
Calhoun  and  Stoate  in  their  testimony,  the  District  Court  could 
properly  have  found,  as  it  did: 

"However,  the  defendant's  attorneys  were  not  con- 
vinced at  that  time  that  such  references  actually  disclosed 
a  centered  optical  system,  and  the  defendant  did  not  prac- 
tice any  fraud  by  any  failure  on  its  part  to  call  the  Stoate 
'229  patent  to  the  attention  of  the  Patent  Office." 
(Finding  No.  15(a),  R.  19^15). 

Cross- appellant  attacks  this  finding  of  fact  on  pages 
75-77  of  its  brief;  cross-appellant  contends  that  there  was  no 
evidence  before  the  Trial  Court  even  tending  to  prove  that  Meyer's 
attorneys  were  not  convinced  of  the  true  disclosure  of  the  '229 
patent."  Cross- appellant  complains  that  the  Trial  Court  "placed 
unwarranted  weight  on  the  representation  of  one  of  Meyer's 


attorneys  made  in  (court)  and  not  as  a  witness'  testimony,  to 
that  effect."   In  advancing  its  arguments  on  this  score,  cross- 
appellant  appears  to  be  overlooking  the  fact  that  it,  and  not 
cross-appellee,  had  the  burden  of  establishing  the  defense  of 
misuse  or  fraud  on  the  Patent  Office. 

See:   Armour  &  Co.  v.  VJilson  &  Co., 

274  F.2d  143,  143  (C.A.  7,  i960); 
National  Dairy  Prods.  Corp.  v.  The  Borden  Co . , 
at  al,  261  F.Supp.  771,  782  (E.D.Wis.  I966) 

Thus,  it  was  up  to  cross-appellant  to  prove  that  Meyer's 
attorneys  vrere  convinced  of  such  alleged  '229  Stoate  patent  dis- 
closure.  Cross-appellant  failed  completely  to  assume  this  burden 
of  proof.   If  it  wanted  testimony  on  the  subject  of  knowledge  of 
Stoate  '229  and  whether  it  vias   v;ithheld  from  the  Patent  Office, 
cross-appellant  should  have  either  taken  the  depositions  of 
Mr.  Roston  and  other  Meyer  attorneys,  or  put  them  on  as  witnesses 
at  the  trial.   Having  failed  to  do  this  or  otherwise  to  assume 
the  burden  of  proof  on  this  issue,  cross-appellant  may  not  now  be 
heard  to  complain  that  there  v/as  no  testimony  introduced  to 
support  the  negative  of  the  proposition  which  it  had  the  burden 
of  establishing. 

There  v/as  certainly  no  testimony  of  record  to  the  effect 
that  Meyer's  Milwaukee  patent  attorneys  knew  what  the  '229  Stoate 
patent  taught  concerning  a  centered  optical  system  or  that  its 
Los  Angeles  patent  attorneys  even  knew  of  the  existence  of  that 
Stoate  patent  at  the  time  they  v;ere  arguing  with  the  United  States. 


Patent  Exajniner  that  the  cited  art  did  not  teach  the  same.   Mor 
does  cross-appellant  explain  why,  if  the  Stoate  patent  was  so 
pertinent,  it  was  not  cited  by  the  United  States  Patent  Examiner 
who  presumably  knew  the  prior  art  and  did  cite  other  Stoate  patents 
against  the  United  States  applications  which  resulted  in  the 
patent-in-suit  (Exhs.  4l,  42,  Tr.  2060-206l). 

In  any  event,  cross -appellant  makes  no  shov7ing  as  to 
why  the  patent-in-suit  would  not  have  issued  even  though  the  Patent 
Office  had  had  Stoate  '229  called  to  its  attention.    Perhaps 
instead  of  arguing  about  the  prior  art's  not  disclosing  a  "centered 
optical  system",  Meyer's  attorneys  would  have  pointed  out  to  the 
Patent  Examiner  that  Stoate  '229  does  not,  as  the  District  Court 
found,  teach  spatial  filtering  since,  as  Stoate  himself  admitted, 
his  vras  merely  a  direct  current  detection  system  (Tr.  2031,2042). 

V/hat  cross-appellant  V70uld  like  to  see  done  is  to 
penalize  Meyer  for  anything  which  it  considers  misjudgment  as  to 
the  pertinency  of  any  prior  art  patents.   In  this  connection  it 
has  been  held  specifically  in  the  National  Dairy  Products  Corp. 
case,  supra,  that  fraud  on  the  Patent  Office  is  not  proved  by  prov- 
ing an  error  in  judgment  as  to  the  pertinency  of  any  prior  art. 
Moreover,  the  type  of  fraud  which  either  invalidates  a  patent  or 
renders  it  unenforceable  under  the  principle  of  the  Precision 
Instrument  Mfg.  Co.  v.  Automotive  Maintenance  Machinery  Co. ,  case 
(324  U.S.  8o6)  cited  by  cross-appellant,  or  which  might  bring  the 
case  within  the  "exceptional"  category  of  §285  of  35  U.S.C,  and 
thus  authorize  a  District  Court  to  award  attorneys'  fees  against 


the  unsuccessful  patentee,  is  not  proved  by  any  or  all  of  the 
types  of  conduct  on  the  part  of  Meyer  vjhich  are  described  in 
cross-appellant's  brief. 

On  pages  69-77  of  its  brief,  cross-appellant  cites  a 
number  of  decisions  by  the  courts  in  support  of  various  proposi- 
tions from  which  it  is  at  least  inferentially  contended  that 
Meyer's  conduct  specified  by  cross-appellant  is  so  wrongful  that 
Meyer  should  be  held  to  have  practiced  a  fraud  upon  the  Patent 
Office. 

While  there  is  no  denying  the  principle  that  if  fraud 
is  practiced  upon  the  Patent  Office  in  the  procurement  of  a  patent, 
the  patent  may  be  invalidated,  and,  in  exceptional  cases,  attorneys' 
fees  awarded  the  party  charged  with  infringement  of  the  patent  so 
procured,  the  courts  have  been  most  restrained  in  concluding  that 
conduct  on  the  part  of  a  patentee  constitutes  fraud  of  that 
character. 

Thus,  in  Duff-Norton  Co.  v.  Ratcliff,  362  P. 2d  55I  (C.A. 
9,  1966),  this  Court  concluded  at  p.  553: 

"In  our  judgment  the  prior  art  V7hich  the  inventor 
is  accused  of  failing  to  reveal  is  not  so  undisputably 
and  obviously  relevant  as  to  disclose  actual  knowledge 
that  the  subject  of  the  proposed  patent  was  anticipated. 
In  our  vievr  the  test  proposed  by  Admiral  does  not  apply 
under  these  circumstances." 

In  Admiral  Corp.  v.  Zenith  Radio  Corp.,  296  F.2d  708 
(C.A.  10,  1961),  the  Court  of  Appeals  for  the  Tenth  Circuit,  at 


pp.  716-717  stated  the  type  of  v:lthholding  of  information  vmich 
might  invalidate  a  patent,  as  follows: 

"This  is  not  a  case  of  a  prior  public  use  of  which 
the  Patent  Office  had  no  means  of  gaining  information 
except  through  the  applicant.   Here  the  alleged  non- 
disclosure r-elates  to  a  significantly  different  prior 
patent.   If  an  applicant  knows  of  prior  art  which  plainly 
describes  his  claimed  invention  or  comes  so  close  that  a 
reasonable  man  would  say  that  the  invention  was  not 
original  but  had  been  anticipated,  he  will  not  be  excused 
for  failure  to  disclose  his  knoxvledge .   This  case  falls 
outside  of  that  rule.   The  record  sustains  the  findings 
of  the  trial  court  that  the  Zenith  solicitors  acted  in 
good  faith  and  were  under  no  professional  obligation  or 
moral  duty  to  call  the  Andrews  patent  to  the  attention 
of  the  Patent  Office  while  the  application  which  resulted 
in  025  v;as  pending." 

Nor  was  patent-invalidating  fraud  found  in  the  follov:ing 
other  cases  cited  by  cross-appellant: 

United  States  v.  Standard  Electric  Time  Co. , 

155  F.Supp.  9^9  (D.  Mass.,  19^7); 
Triumph  Hosiery  Mills,  Inc.  v.  Alamance  Industries,  Inc. , 
299  F.2d  793  (C.A.  4,  1962);  (aff'g.  District  Court 
on  grounds  other  than  fraud  and  holding  no  fraud 
proved ) . 


Ar-mour  &  Co.,    v.   V/llson  &  Co. , 

274  F. 2d  1^3  (C.A.  7,  i960),  modifying  I68  F.Supp. 
353  (N.D.  111.,  1958). 

V/hile  fraud  V7as  found  in  Minnesota  Mining  &  Mfg.  Co.  v. 
Projection  Optics  Co.,  256  F.Supp.  33^  (N.D.,  N.Y.,  I966),  in  the 
patentee's  having  overcome  a  rejection  of  its  application  on  a 
basis  not  invented  by  the  applicant,  defendant's  demand  for 
attorneys'  fees  was  nevertheless  denied. 

Fraud  justifying  an  award  of  attorneys'  fees  was  found 
in  Stock  Equipment  Co.  v.  Beaumont  Birch  Co.,  l4o  P.Q.  134 
(E.D.  Pa.,  1963).   Hov;ever,  in  that  case  it  was  shown  that  the 
defendant  had  been  manufacturing  gates  or  valves  incorporating  all 
of  the  features  of  the  'I50  patent  there  in  suit  for  some  I5  years 
before  that  patent  was  applied  for,  a  fact  which  the  inventor  knew. 
Nevertheless,  when  the  inventor  and  his  patent  attorney  interviev;ed 
the  Patent  Examiner,  they  demonstrated  the  difference  between  the 
valve  of  the  application  and  that  of  a  prior  patent  of  the 
inventor  --  making  no  mention,  however,  of  the  anticipating  valve 
so  manufactured  by  defendant  for  I5  years  prior  to  the  filing  of 
the  application.   This  undisputed  evidence,  coupled  with  tha 
Court's  conclusions  concerning  the  lack  of  candor  of  the  inventor 
as  a  witness,  persuaded  the  District  Court  to  av;ard  attorneys'  fees. 

There  are  no  comparable  facts  concerning  Meyer  or  its 
attorneys  in  the  case  at  bar.   As  pointed  out  above,  there  was 
no  proof  that  Meyer's  Milvraukee  attorneys  knew  of  the  significance 
of  Stoate  '229  in  disclosing  a  centered  optical  system,  or  that 
they  had  told  Meyer's  Los  Angeles  patent  attorneys,  thereof.   In 


any  event,  Stoate  '229  is  distinguishable  in  that  it  does  not 
teach  spatial  filtering  and  further  does  not  teach  the  combina- 
tion of  using  alternating  current  signals  to  detect  small 
particles  in  a  bottle  and  of  using  direct  current  signals  to 
detect  large  particles.   Furthermore,  the  patent-in-suit  v/ould 
be  validly  issued  even  from  the  viev/point  of  the  District  Court 
if  the  missile  and  star-tracking  patent  of  Biberman  is  not  pro- 
perly considered  as  prior  art  (Conclusion  of  Law  No.  13,  R.  1956). 

2.  Alleged  Failure  of  Defendant  to  Tell  the 
Patent  Office  of  the  Missile  Background  of 
Calhoun  and  V'/illiams. 

The  relevancy  of  such  information  to  the  patent  prose- 
cution completely  escapes  cross-appellee's  counsel.   The  pertinency 
of  prior  patents  is  not  determined  by  the  occupation  or  educational 
background  of  the  applicants  for  a  patent.  Actually,  any  prior 
experience  of  the  applicants  in  the  field  of  missiles  is  not 
pertinent  since  the  test  of  patentability  relates  to  v;hat  would 
have  been  obvious  to  a  person  of  orxiinary  skill  in  the  field  of 
bottle  inspection. 

"All  inventors,  regardless  of  their  personal  skills, 
are  held  to  this  statutory  standard". 

In  re  Warner  &  Warner,  154  U.S.P.Q.  173,  175  (CCPA,  I967) 

3.  Alleged  Misrepresentation  to  Patent  Office 
Concerning  Commercial  Success  of  ^Sh^O   Patent 
Bottle  Inspectors. 

Cross-appellant  attempts  to  make  much  of  the  fact  that. 


in  the  course  of  prosecuting  the  continuation  application  which 
ultimately  resulted  in  the  issuance  of  the  patent-in-suit,  Meyer's 
attorneys  stated  in  an  amendnBnt  that  "Applicant's  system  has  been 
installed  in  most  of  the  bottling  plants  of  the  United  States  and 
has  been  operating  successfully  for  an  extended  period  of  time." 
(Exh.  41  _,  p.  397),  while  the  true  fact  was  that  the  system  had 
only  been  installed  in  plants  of  most  of  the  major  bottling 
companies  in  the  United  States  (Tr.  968-970). 

At  this  point  cross-appellant  attempts  to  introduce  some 
confusion  by  intimating  that  the  successful  MARK  IV  machine,  which 
also  included  certain  improvements  of  a  subsequent  '666  patent, 
did  not  include  the  system  of  the  patent-in-suit  (see:  p.  78  of 
cross-appellant's  brief).   This  is  not  correct.   The  MARK  IV 
machine  v/as  the  same  as  the  invention  of  the  patent-in-suit 
except  for  the  inclusion  of  a  prism  (Tr.  476-480,  IOI7). 

Th^ cross-appellant  asserts,  on  the  basis  of  an  alleged 
"stipulation"  (referencing  Tr.  97I,  1025-1026),  that  in  December, 
1962,  when  the  representation  was  so  made,  there  were  approximately 
7,500  bottling  plants  in  the  United  States,  while  there  were  only 
4o6  MAP^  IVs  out  in  bottle  inspection  plants.   Cross-appellant 
does  not  find  any  "stipulation"  in  the  referenced  trial  transcript 
pages.   Admittedly  the  representation  v/as  somevrhat  in  error, 
but  no  deceptive  intention  was  proved.    It  was  simply  the  result 
of  a  misunderstanding  on  the  part  of  the  attorney  prosecuting  the 
case  v7ho  apparently  put  6o\^n   "bottling  plants"  when  he  should 
have  said  "major  bottling  companies"  (Tr.  968-970).   In  any 


event,    cross-appellant  neglects   to  point   out   to  the   Court   that 
the  application  was  not  allov;ed   upon  the  basis  of  this   representa- 
tion (Exh.    hi,    pp.    402-405).        The  application  was  only  allowed 
later  in  the   course  of  prosecution  after  an  appeal  had  been 
filed  and  an  appeal   brief  presented  which  did   not   repeat  the 
questioned   representation  concerning   cornjnercial  success   of  the 
machine    (Exh.    4l,    pp.    414-436,    449).        Further,    as  the  District 
Court  found,    the  machine  has  enjoyed   considerable   success   (Find- 
ing No.   12(c),    R.   1943),    and   for  all  practical  purposes  the   only 
machines  now  being   sold  in  the  United  States   for  inspecting 
empty  bottles   for  foreign  particles  are   those  being  manufactured 
by  Meyer,    cross-appellant  and  Barry  Wehzmiller  Co.    (Finding  No. 
12(d),    R.    1943).        The  latter  tv70  machines  v/ere  developed  after 
the   invention  of  the   patent- in- suit  by  one   of  the   joint   inventors 
thereof  and  his  assistant  Husorae,   who  became   President  of  cross- 
appellant   (Finding  No.    12(d),    R.    1943). 

Thus,   as   it   turned  out,    even  though  representation  to 
the  Patent  Examiner  of  the  nature   of  the   commercial   success  may 
have  been  mistakenly  made  and   technically  in  error,    there  was 
actually  an  unusual  degree  of  commercial  success  of  the   invention, 
Consequently,    the   presentation  was   quite  harmless  and   immaterial. 
Fraud  is  not  made  out  by  cross-appellant's   speculations  as  to 
what  may  have   crossed   the   Patent  Examiner's  mind, 

4.   The  Filing  of  the  Oaths  With  the  Continuation 

Application  of  October  5,  I96Q. 
The  original  application  for  the  patent-in-suit  was 
filed  June  12.  1958  ( R.  I689-I690).   This  application  was 


subsequently  abandoned,  but  before  the  abandonment  became  effec- 
tive, Meyer  caused  to  be  filed  on  October  5,  i960,   a  continuation 
application  with  the  identical  specification  and  drav/ings  and 
the  claims  which  the  Examiner  had  allov:ed  in  the  earlier  applica- 
tion, but  v/ith  some  additional  claims  describing  more  broadly 
the  thus  disclosed  invention  (P.T.O.-R.  I69I).   Cross-appellant 
contends  that  because  the  MARK  II  machine  had  been  sold  as  early 
as  1958,  and  the  MARK  IV  in  1959,  more  than  one  year  before  the 
filing  of  the  continuation  application,  the  oaths  (Exh.  4l, 
pp.  28-34,  215-218)  were  fraudulently  presented. 

The  District  Court  declined  to  adopt  any  conclusion  of 
law  respecting  this  contention  of  cross-appellant  because  he  found 
the  patent-in- suit  invalid  on  other  grounds  (Conclusion  No.  17,- 
H.  1957).   No  findings  of  fact  were  made  by  the  District  Court 
which  would  support  the  conclusion  now  urged  upon  this  Court  by 
cross-appellant;   nor  v;ere  any  such  findings  submitted  to  the 
District  Court  by  cross-appellant  in  its  proposed  findings  lodged 
following  the  District  Court's  filing  of  its  order  and  memorandum 
of  June  9,  I967  ( R.  1868-1884).   While  Rule  52(a)  provides  that 
"Requests  for  findings  are  not  necessary  for  purposes  of  review", 
this  Court  has  held  that  it  is  not  the  trier  of  facts  and,  where 
necessary  findings  are  lacking  on  an  appeal,  the  judgment  will  be 
vacated  and  remanded  to  the  District  Court  for  appropriate  find- 
ings of  fact. 

See:   Irish  v.  United  States, 

225  F.2d  3,  8  (C.A.  9,  1955),  and  cases 

therein  cited o 


Paramount  Pest  Control  Service  v.  Brewer,  et  al 
170  F.2d  553  (C.A.  9,  19^^8). 
In  this  situation,  cross-appellant  is  in  no  position  to  come 
before  this  Court  and  request  it  to  make  original  findings  of 
fact  which  would  support  a  conclusion  of  law  v/hich  the  District 
Court  refused  to  make  and  for  v^hich  cross-appellant  now  argues 
here. 

However,  should  this  Court  detennine  that  it  will  con- 
sider cross-appellant's  charge  of  fraud  based  upon  the  oath 
submitted  with  the  continuation  application  filed  October  5,  i960, 
cross-appellee  asserts  that  the  utter  irresponsibility  of  such  a 
fraud  charge  will  be  appreciated  from  a  consideration  of  the  most 
persuasive  authorities  and  an  examination  of  the  three  oaths 
which  were  submitted  vilth   that  application  by  or  on  behalf  of  * 
the  three  joint  inventors. 

•  The  law  in  this  area  has  been  succinctly  stated  by  this 
Court  in  Purscho  v.  Atlas  Scraper  &  Eng.  Co.,  300  F.2d  46?,  476- 
477  (C.A.  9,  19b2),  as  follows: 

"***-Under  the  doctrine  of  "late  claiming"  as 
exemplified  in  such  cases  as  Muncie  Gear  Works  v. 
Outboard  Marine  &  Mfg.  Co.,  315  U.S.  759,  62  S.Ct. 

*  Because  the  joint  inventor  Wyman  had  left  I.D.C.  in  1959,  and 
had  gone  into  comp^etition  with  Meyer  in  developing  a  bottle 
inspection  machine  v/hich  he  ultimately  sold  to  Barry  VJehmiller 
Co.,  Wyman  would  not  execute  an  oath  for  the  continuation 
application.   Consequently,  Mr.  Meyer,  President  of  cross- 
appellee,  as  assignee  of  the  invention,  executed  a  special 
oath  on  behalf  of  Wyman  pursuant  to  Patent  Office  Rule  47 
(Exh.  41,  pp.  32-34). 


865,  86  L.Ed.  1171  (1942),  a  supplemental  claim 
adding  nev;  matter   to  a  pending  patent  application 
is  invalid  v/here  intervening  use  or  sale  of  a  device 
described  in  the  supplemental  claim  occurred  more  than 
one  year  prior  to  the  filing  of  that  claim.   35  U.S.C.A. 
§  102(b).    It  is  true  that  in  this  case  the  090  plow 
had  been  in  public  use  for  nearly  four  years  before 
Pursche  supplemented  his  pending  patent  application 
with  claim  27.   But  the  scope  of  the  invention  stated 
in  several  claims  initially  made  in  that  application 
extended  to  and  included  the  matter  covered  in  claim  27. 
Claim  27  added  nothing  new  to  the  application." 

In  the  Muncie  Gear  VJorks  case  cited  by  this  Court  in 
the  last  quotation,  the  Supreme  Court  held  that,  vrhere  the 
specification  of  the  application  was  amended  to  describe  and 
claim  a  different  invention  than  that  originally  described  and 
claimed  and  such  amendment  was  made  moi?e  than  two  years  after 
the  invention  had  been  in  public  use,  the  claims  to  such  different 
invention  were  invalid. 

In  the  case  at  Bar,  neither  the  specification  nor 
drawings  viere   amended  in  any  way  --  only  new  claims  were  added, 
but  all  were  directed  to  the  subject  matter  shown  in  the  drawings 
or  discussed  in  the  specification  and  were  thus  clearly  merely 
a  clarification  and  amplification  of  the  broad  claim  I5  which 
was  presented  with  the  original  application  filed  June  12,  1958, 
and  read: 


"15.   The  invention  substantially  as  shovm  and 
described  and  any  component  part  thereof,  individually 
or  in  combination."  (See  last  claim  of  claims  at  end 
of  specification,  Exh.  4o). 

While  this  claim  was  subsequently  cancelled  from  the 
original  application,  it  manifested  an  intent  on  the  part  of 
the  inventors  to  claim  as  their  invention  every  feature  of  the 
invention  which  they  had  disclosed  in  their  specification  and 
drawings.   Furthermore,  several  of  the  other  claijns  in  the 
original  application  vrere  quite  broad  in  scope  and  could  be 
considered  to  encompass  the  claims  in  the  continuation  applica- 
tion (Exh.  40) .    In  this  situation,  the  holding  of  Muncie  Gear 
has  no  proper  application. 

See:   Pursche  v.  Atlas  Scraper  &  Eng.  Co.,  supra; 
Hayes  Spray  Gun  Co.  v.  E  C.  Brown  Co., 

291  F.2d  319  (C.A.  9,  1961); 
Jacquard  Knitting  Mach.  Co.,  v.  Ordnance  Gauge 
Co.,  95  F.Supp.  902,  906-907,  (E.D.  Pa.  1951); 
108  F.Supp.  59  (E.D. Pa.  1952);   aff'd.  on 
this  point,  213  F.2d.  503,  507-508  (C.A.  3,  195^); 
Eng.  Development,  Labs,  v.  R.D.C., 

153  F.2d.  523  (CCA.  2,  1946); 
Coats  Loaders  &  Stackers,  Inc.  v.  Henderson, 

233  F.2d  915,  109  P.Q.  332  (C.A.  6,  1956); 
Nat'l.  Latex  Prods.  Co.  v.  Sun  Rubber  Co., 
274  F.2d  224,  123  P.Q.  279  (C.A.  6,  1959); 


Sparton  Corp.  v.  Evans  Products  Co. , 

293  F.2d.  699,  130  P.Q.  387  (C.A.  6,  1961); 
Lochlln  V.  Swltz.er  Bros.  Inc. , 

299  F.2d  160,  131  P.Q.  294  (C.A.  9,  1961); 
Tubular  Service  &  Eng.  Co.  v.  Sun  Oil  Co. , 

220  F.2d.  27,  104  P.Q.  356  (C.A.  5,  1955); 
Interchemlcal  Corp.  v.  Sinclair  &  Carroll  Co., 
144  F.2d  842  (CCA.  2,  1944). 
The  Muncle  Gear  doctrine  v;as  explained  and  held  Inappli- 
cable to  the  situation  present  in  Coats  Loaders  &  Stackers,  Inc. 
V.  Henderson,  supra,  in  a  particu3arly  enlightening  opinion  by 
Judge  Stewart  (later  Mr.  Justice  Stewart  of  the  Supreme  Court 
of  the  United  States)  for  the  Court  of  Appeals  for  the  Sixth 
Circuit. 

The  rationale  of  the  law  in  this  area  has  also  been 
well  stated  by  the  District  Court  in  the  Jacquard  Knitting  Machine 
Co.,  case,  supra,  at  pages  902,  906-907  of  95  F.Supp. 

See  also;   Technicon  Instruments  Corp.  v.  Coleman 

150  USPQ  227  (N.D.  111.  1966). 
In  addition,  it  should  be  pointed  out  that  since  the 
decision  in  the  Muncle  Gear  case  in  1942,  Congress  has  enacted 
as  part  of  the  Patent  Statutes  a  Section  120  v;hich  reads  as 
follows: 

"§120.   Benefit  of  earlier  filing  date  in  the  United  States 
"An  application  for  patent  for  an  Invention  disclosed 
in  the  manner  provided  by  the  first  paragraph  of  section  112 
of  this  title  in  an  application  previously  filed  in  the 


United  States  by  the  same  inventor  shall  have  the  same 
effect,  as  to  such  invention,  as  though  filed  on  the  date 
of  the  prior  application,  if  filed  before  the  patentirig. 
or  abandonment  of  or  termination  of  proceedings  on  the 
first  application  or  on  an  application  similarly  entitled 
to  the  benefit  of  the  filing  date  of  the  first  application 
and  if  it  contains  or  is  amended  to  contain  a  specific 
reference  to  the  earlier  filed  application.  July  19,  1952, 
c.  950,  §  1,  66  Stat.  800."  (35  U.S.C.  §  120). 

Let  us  then  consider  the  oaths  of  the  inventors  which 
were  submitted  with  the  continuation  application  filed  October  5^ 
i960.   Each  of  these  oaths  stated  in  effect  that  the  particular 
joint  inventor  had  read  the  specification  and.  claims  thus  sub- 
mitted and  believed  that  he  was  "one  of  the  original,  first  and 
joint  inventors  of  the  invention  or  discovery  in  the  BOTTLE 
INSPECTION  SYSTEM  claimed  and  described  therein";   and  "that 
this  application  discloses  and  claims  only  subject  matter  dis- 
closed in  our  pending  application.  Serial  No.  7^1,634,  filed 
June  12,  1958;   that  I  do  not  know  and  do  not  believe  that  the 
said  invention  was  ever  knovm  or  used  before  our  invention  thereof, 
or  patented  or  described  in  any  printed  publication  in  any 
country  before  our  invention  thereof,  or  more  than  one  year 
prior  to  said  application,  or  in  public  use  or  on  sale  in  the 
United  States  more  than  one  year  prior  to  said  application;***" 
(Exh.  41,  p.  28)   [Emphasis  added] 


r         The  foregoing  language  of  the  oath  makes  it  quite 
clear  that  the  representation  was  that  the  invention  disclosed 
and  claimed  had  not  been  on  sale  or  in  public  use  more  than  one 
year  prior  to  the  original  application  of  which  the  application 
with  which  the  oath  was  submitted  v/as  a  continuation.   The 
filing  date  of  the  original  application  was  June  12,  1958.   The 
oaths  by  and  on  behalf  of  the  joint  inventors  were  thus  in  no 
way  in  error  or  fraudulent,  as  cross-appellant  charges,  nor  v;as 
the  patent  granted  on  the  continuation  application,  invalid  under 
the  authorities  cited  supra  pages  53-57. 

Apparently  recognizing  this  fact,  cross-appellant 
contends  on  page  8l  of  its  brief  that  the  oath  applies  to  the 
new  claims  and  argues  that  these  describe  a  different  invention, 
so  that  they  should  only  be  accorded  a  filing  date  of  October  5, 
i960,  relying  on  Walker  Process  Equipment,  Inc.  v.  Food  Mach.  & 
Chem.  Corp.,  382  U.S.  172,  86  S.Ct.  3^^7.   The  Walker  Process 
case,  however,  does  not  provide  any  support  for  cross-appellant's 
theo2?y.   That  case  related  to  a  counterclaim  that  a  patent  was 
procured  by  wilfull  misrepresentations  by  Food  Machinery  to  the 
Patent  Office  that  the  invention  had  not  been  in  public  use  more 
than  one  year  prior  to  the  application's  filing  date.   However, 
in  fact  Food  Machinery  had  been  a  party  to  such  a  public  use. 
The  Supreme  Court  held  that  the  allegations  in  the  counterclaim 
stated  a  valid  cause  of  action  against  a  motion  to  dismiss  the 
counterclaim.   But  the  Court  was  careful  to  point  out  that  it 
was  dealing  "only  with  a  special  class  of  patents,  i.e.,  those 


procured  by  intentional  fraud."  (382  U.S.  I76).  The  case  was 
remanded  to  the  District  Court  for  clarification  of  the  asserted 
violations  and  for  proof. 

In  the  case  at  Bar,  hov/ever,  the  oath  representations 
make  it  clear  as  to  what  date  of  application  (namely,  June  12, 
1958)  was  referred  to.    If  the  Patent  Examiner  felt  that  the 
invention  described  in  the  added  clainis  was  different  from  that 
originally  claimed,  it  should  have  been  up  to  him  to  call  for  an 
oath  with  reference  to  the  later  filing  date  of  October  5,  i960. 
This  he  did  not  do.   Furthermore,  if  the  position  of  appellee 
should  be  followed  by  this  Court,  no  applicant  for  a  patent 
would  ever  be  able  to  change  the  wording  of  a  claim  more  than 
one  year  after  the  sale  of  an  invention  since  such  change  would 
cause  the  claim  to  relate  to  a  different  invention  than  that 
previously  claimed.   This  is  not  practical,  particularly  since 
many  patent  applications  are  not  examined  by  the  Patent  Office 
for  at  least  one  year  after  filing  so  that  problems  of  statutory 
bars  relating  to  changes  in  the  wording  of  the  claims  would  have 
already  arisen  at  the  time  that  the  patent  application  was  first 
examined  by  the  Patent  Office. 

Moreover,  under  35  U.S.C.  §120,  quoted  supra  pages  56-7, 
the  continuation  application  "shall  have  the  same  effect,  as  to" 
the  invention  commonly  disclosed  in  both  applications,  "as 
though  filed  on  the  date  of  the  prior  application".   If  such 
effect  is  given  to  the  continuation  application,  any  sales  in 
1958  of  the  particle  inspector  for  empty  bottles  as  disclosed 


in  the  applications  constitute  no  bar  to  the  continuation 
application  since  they  did  not  occur  more  than  one  year  prior  to 
the  filing  of  the  original  application  on  June  12^  1958. 

It  should  be  clear,  therefore,  that  not  only  v;as  there 
no  fraud  practiced  by  or  on  behalf  of  cross-appellee  in  filing 
on  October  5,  i960  the  continuation  application  v/ith  nev;  claims, 
but  the  I3atent-in-suit  resulting  from  such  application  v;as 
entirely  valid  as  against  any  attack  by  cross-appellant  based 
upon  the  Muncie  Gear  case  supra.    Cross-appellee  had  every 
right  to  rely  on  claims  first  presented  to  the  Patent  Office  in 
the  continuation  application.   Cross-appellant's  arguinents, 
presented  on  pages  87  through  9^,  inclusive,  of  its  brief,  may 
be  seen  to  be  entirely  vzithout  merit  in  their  attack  on  such 
claims,  and  in  any  event  are  v;ithout  any  semblance  of  support 
for  an  award  of  attorneys'  fees. 

5.   Alleged  Pursuit  by  Meyer  of  Course  of  Delay 
and  Harrassment. 

This  outrageous  charge  constitutes  a  culmination  of 
the  series  of  utterly  unfounded  accusations  of  misuse,  fraud  and 
inequitable  conduct  advanced  by  cross-appellant.   Cross-appellant's 
theory  apparently  is  that  an  opponent's  counsel  proceeds  at  his 
client's  peril  should  he  fail  to  concur  with  proposals  as  to 
facts  to  be  admitted  or  issues  to  be  prosecuted  for  trial  v;hen 
such  facts  and  issues  are  advanced  by  cross-appellant's  counsel 
during  the  pre-trial' days  of  the  litigation. 

Moreover,  without  any  evidentiary  support  beyond  the 
pre-trial  order  of  record,  or  vjithout  having  even  suggested  that 


the  District  Court  make  any  findings  of  fact  in  this  area,  cross- 
appellant  has  the  audacity  to  come  before  this  Court  for  the 
first  time  and  petulantly  assert  that  its  counsel  v/ere  forced 
to  spend  excessive  time  in  working  out  with  counsel  for  cross- 
appellee  the  extensive  pre-trial  order,  in  compliance  with  Rule  9 
of  the  Local  Rules  of  the  District  Court  for  the  Central  District 
of  California.   Cross-appellee  submits  that  this  Court  should 
wholly  ignore  such  extra- record  contentions.  Actually,  the 
extensive  nature  of  the  pre-trial  order  resulted  primarily  from 
the  proposal  of  a  massive  pre-trial  order  by  cross-appellant. 
This  proposed  pre-trial  order  v/as  in  such  form  that  it  required 
extensive  work  on  the  part  of  cross-appellee's  counsel  to  make  the 
order  acceptable  both  to  cross-appellee' s  counsel  and  to  the  Dis- 
trict Court. 

Lastly,  cross- appellant  throws  before  this  Court,  in 
Appendices  G  and  H  to  its  brief,  contentions  that  cross-appellee 
made  through  the  latter' s  v/itness,  Calhoun,  one  of  the  Joint 
inventors,  which  contentions  cross-appellant  asserts  were  "strained" 
constructions  of  the  patent  and  unduly  prolonged  the  trial,  in  an 
effort  to  bring  plaintiff  within  Judge  Stephens'  holding  in 
Monolith  Portland  Midwest  Co.  v.  Kaiser  Alum.  &  Chem.  Corp.,  26? 
F.Supp.  726  (CD.  Calif.  196?) .  Here,  again,  cross- appellant '  s 
assertions  in  this  respect  were  never  presented  to  the  District 
Court,  who  V70uld  have  been  in  the  best  position  to  evaluate  them. 
Cross-appellee  does  not  propose  to  augment  further  the  length  of 
this  brief  (for  which  cross-appellee  apologizes,  but  which  is 


required  in  order  to  answer  cross-appellant's  incredible  theories 
of  the  law  and  misinterpretation  of  the  facts),  by  attempting 
to  show  that  its  contentions  at  the  trial  listed  in  said 
appendices  v/ere  justifiable.   If  cross-appellant  is  really 
serious  about  its  assertions  concerning  cross-appellant's 
contentions,  the  case  should  be  remanded  for  findings  of  fact 
by  the  District  Court  in  respect  of  these  contentions.   Certainly, 
this  Court  should  not  be  asked  for  the  first  time  to  consider 
them  and  to  make  findings  of  fact  v/ith  respect  thereto. 

Upon  any  such  remand,  cross-appellant  must  appreciate 
that  the  facts  present  in  the  case  at  Bar  upon  which  it  relies 
to  support  its  claim  for  attorneys'  fees,  are  a  far  cry  from 
those  summarized  on  page  787  of  267  F.Supp.  in  the  Monolith 
case,  supra. 

IV.  CONCLUSION 

Cross-appellant  has  failed  to  cari^  its  burden  of 
shov7ing  that  the  Findings  of  Fact  and  Conclusions  of  Law  of 
the  Trial  Court  are  not  supported  by  the  record,  and  are 
clearly  erroneous.   In  fact,  from  the  almost  total  absence 
of  discussion  of  the  Trial  Court's  findings,  it  appears  that 
cross-appellant  has  not  even  attempted  to  do  so. 

On  the  basis  of  the  foregoing  argument,  it  is 
respectfully  submitted  that  the  Findings  of  Fact  and 
Conclusions  of  Law  made  by  the  Trial  Court  on  the  misuse 


issues  involved  in  this  cross-appeal,  are  amply  supported  by 
the  record  and  the  legal  authorities  discussed. 
DATED:   July  11,  I968. 

Respectfully, 

DAVID  BECK\'/ITH, 
ELLSV/ORTH   R.    ROSTON  and 
WILLIAM  H.    PAVITT,    JR. 
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1.   GENERAL  COMMENT  UPON  APPROACH  TO  ISSUES  ADOPTED  BY 
APPELLEE 

Appellee   seeks   to  have   this   Court   consider  the   issues 
involving   the   patent-in-suit   in  the   same   back:v^^a^ds  and  erroneous 
manner  as   considered   by  the  District  Court   (Tr.   2546).        Thus, 
appellee   attempts   first   to  press   upon  this   Court   the   issue   of 
Infringement  and   then  the   issue   of  patent   validity.        Further- 
more,   the   issue   of  infringement   is  approached   in  the  manner 
indicated  by  the  District   Court   of  determining  the   question  of 
infringement  by  limiting   the   specification  only  to   the   particular 
embodiment  disclosed   and   by  construing   the  wording   of  the   claims 
in  the  light   of  this  particular  embodiment    (Tr.   2587-2607,    2644- 
2650,   2665), 

If  appellant's  invention  is  limited   to   the  literal 
wording  of  the   claims   (construed  with  reference   to  the  particular 
embodiment  disclosed)    rather  than  by  considering   the   contribution 
of  the   patent   over  the   pertinent  prior  art,    the   Court  would    "place 
the  inventor(s)   at   the  mercy  of  verbalism  and  would   be   subordina- 
ting substance   to   form",    and    "convert   the   protection  of  the 
patent  grant  into  a  hollow  and   useless   thing"   in  complete  dis- 
regard of  the   philosophy  of  patent  protection  expounded   by  the 
Supreme  Court  of  the  United   States   in  the  Graver  Tank  case   quoted 
on  pages  53-54  of  appellant's  main  brief. 

If  appellant's   invention  is   considered   in  the  broad 
light  which  is   its   proper  due,    appellee   infringes   the   literal 
wording  of  the   claims.        This  has  been  considered   in  detail   in 
appellant's  main  brief  and  will   be   considered   in  some  detail 
subsequently  in  this  brief. 


2.   PROPERLY  TO  DETERT^INE  INFRINGEMENT,  THE  COURT  MUST  DETERMINE 
THE  CONTRIBUTIONS  OF  THE  INVENTION  TO  THE  PERTIN'ENT  ART 

Infringement  cannot  properly  be  deteniiined  without  a 

clear  understanding  of  the  contribution  of  the  invention  of  the 

patent  to  the  pertinent  art.   See:  Discussion  and  authorities 

infra  pages  13-1^. 

A,        The  District   Court's  Findings   Concerning  the   Pertinent 
Prior  Art  are   Clearly  Erroneous 

It  is  common  sense  that  the  contribution  of  an  invention 

should  be  evaluated  from  the  standpoint  of  a  person  of  ordinary 

skill  in  the  field  with  respect  to  the  solution  of  the  problems 

to  which  the  invention  is  directed.   This  is  implicit  in 

Section  103  of  Title  35  whereby  patentability  is  in  effect  denied 

"if  the  differences  between  the  subject  matter  sought  to  be 

patented  and  the  prior  art  are  such  that  the  subject  matter  as  a 

whole  would  have  been  obvious  at  the  time  the  invention  v:as  made 

to  a  person  having  ordinary  skill  in  the  art  to  which  said  subject 

matter  pertains".   See:  Discussion  commencing  on  page  35  of 

appellant's  main  brief. 

The  District  Court's  initial  error  lay  in  its  Finding 

of  Pact  No.   9  which  reads: 

"The   nature   of  the  art  v;e   are  here   concerned  with 

is  the  detection  of  foreign  objects   in  a   field   of  vieii 

by  electro-optical   techniques,    rather  than  being  limited 

to  the   bottle   inspection  field."   (R.    19^1) 

This  v;as  an  arbitrary  and  artificial   classification  based   only 

upon  the   fact  that  appellees  and   the   Patent  Examiner  had   cited 

patents  in  these   several   fields   to   show  that   individual   features 


of  the   invention  had   been  employed   in  these   other  fields.      How- 
ever,   there  was  no  evidence  adduced  at  the   trial   to  support  the 
District  Court's  Finding  No.   9   that  the  art   should   be   considered 
as  the  detection  of  foreign  objects   in  a   field   of  viev;  by  electro- 
optical   techniques   rather  than  being  limited   to  the   bottle 
inspection  field.        On  page  56   of  its   brief,    appellee   cites 
testimony  of  Ryde  and  Griest   in  support   of  its   position.      However, 
the  testimony  of  Ryde   on  pages  1382-1391  of  the  transcript  relates 
only  to  the  limited   competence   of  Ryde   as   an  expert  witness. 
Furthennore,    the  Griest   testimony  quoted   on  pages  56  and  57  of 
appellee's  brief  from  pages  215O-215I   of  the   transcript  was 
obtained  by  appellee's   counsel,    rather  than  appellant's   counsel  as 
indicated  by  appellee.        This    testimony   involves  an  assumption  by 
appellee's   counsel   that  there   is  an  optical   scanning  and  detection 
art,   and  Griest 's   conclusion  is   based   upon  such  assumption.        The 
attempt   of  Griest   in  his   testimony  to  convert   the  Biberman  patent 
from  the  missile   tracking   field   to  the   bottle   inspection  field 
was  completely  distinguished  on  cross-examination   (Tr.   2249-2260) 
when  he  admitted   that  he  did   not   understand    the   production  of  low 
frequency  signals   in  the   scanning   of  the   bottom  of  a  bottle,    such 
low  frequency  signals   resulting  from  the   scanning  of  the  edge   of 
the  bottle.        If  Griest  as  an  expert   in  the   field   of  missile 
tracking  did   not   understand   the  effect   of  the  edge   of  the  bottle 
in  producing  lov;  frequency  signals,    the  Biberman  patent   could   not 
be  easily  expanded    from     the  missile   tracking   field   to  the   bottle 
inspection  field. 

[  The   impropriety  of  considering  the  art  as   the  detection 

(of  foreign  objects   in  a   field   of  view  by  electro-optical   techniques 


is  also   revealed  by  the   testimony  of  appellee's   own  witness 
Stoate_,    the  British  inventor  who  had  made  a  number  of  inventions 
in  the   field   of  bottle   inspection  over  a  period  of  thirty   (30) 
years.        Stoate   testified  on  cross-examination  that  he   had 
considered  television  technology  in  his  efforts   to   solve   problems 
of  bottle   inspection   (Tr.    193^).        Stoate  apparently  never  con- 
sidered the  missile   or  star  tracking   technology  even  though  he 
may  have   disclosed  a   centered   optical   system  for  bottle   inspection 
in  British  patent  517,229. 

Actually,    appellee   had  an  opportunity  to  establish 
through  v/itnesses  experienced   in  the   bottle   inspection  field   that 
bottle   inspection   fell   into  the   broad   art   of  the  detection  of 
objects   in  a   field   of  view  by  electro-optical   techniques.      Appellee 
had  several   opportunities   to  do  this   since   Calhoun,    one   of  the 
inventors   of  the    '640  patent,    and  McConnell,    appellant's   chief 
engineer  on  bottle   inspection  systems,    testified   on  behalf  of 
appellant,    and  Husome,    appellee's   chief  engineer,    and   Stoate 
testified   on  behalf  of  appellee.        Whether  by  design  or  oversight, 
appellee   failed   to  question  any  of  these  v;itnesses  as   to  whether  a 
person  of  ordinary   skill   in  the   field   of  bottle   inspection  would 
have  looked   to  the  missile  and   star  tracking  patents   to   solve 
bottle  inspection  problems,    or  otherwise   consider  bottle   inspec- 
tion technology  to   fall  within  the  broad  art   of  the  detection  of 
objects  in  a  field   of  view  by  electro-optical   techniques. 

Appellee   has   devoted  many  pages   of  its  brief  in  an 
effort  to  support   Finding  of  Fact  No.    10   ( R.    19^1)   and   to  answer 
appellant's  discussion  on  pages  38-46  of  appellant's  main  brief 

i 


with  respect   to  this   Finding.        This   Finding  is  to  the  effect 
that  electro-optical   systems   for  the  detection  of  objects   in 
the  sky,   material  moving  on  a  conveyor,    the   presence   of  objects 
moving  on  the  ground   and   objects   in  a  container  all   reside   in 
analogous  art.      However,    as   pointed   out   on  page   40  of  appellant's 
main  brief,    the  District  Court  did   not   support  what  was   really  a 
conclusion  of  law  (it  was,    thus,    also   included  as   Conclusion  of 
Law  No.   6)   by   factual   findings   consonant  with  the   test  of 
analogous  art.        This   test  v/as  properly   set   forth  by  the   Court 
in  its  Conclusion  of  Law  No.    5   (see:      Authorities   cited   on 
page  39  of  appellant's  main  brief). 

In  an  effort   to  rectify  this  deficiency  in  the   factual 
findings,    appellee  attempts   to   argue   from  analogies   to   certain 
cases  and   secondly  to  wander  outside   of  the   record   before   the 
Court  by  r^fe2?ences  to  Patent  Office   publications  which  vrere  not 
introduced   in  evidence   before   the  District  Court.        For  example, 
appellee  makes   reference   to   certain  definitions   on  pages  59  and 
60  of  its   brief.        Such  use   of  references  not   in  the   record   is 
not  proper.        Actually,    Finding  of  Fact  No.    10   is   not   supported 
by  the  record   for  the   same   reasons  as  discussed   above  v;ith  respect 
to  Finding  of  Fact  No.   9. 

In  Sperry   Products,    Inc.    v.    Aluminum  Company  of  America, 
171  P.    Supp.    901,    911    (D.C.    Ohio,    1959)    affirmed   in  part  285   F.2d 
511,   917,    918    (C.A.    6th,    i960),    cert  den.    368  U.S.   89O,    82   S.Ct. 
L39,   142   (1961),    the   Court  held   that   two  fields  v/ere   not 
analogous  which  were   similar  to  those   of  bottle   inspection  and 
fissile  tracking.        Specifically,    the   Court  held   that   the   use   of 


pulse  echo  techniques  to  detect  ionized  layers  or  perturbations 
in  the  upper  atmosphere  was  not  analogous  to  the  use  of  pulse 
echo  techniques  to  detect  flav/s  or  perturbations  in  an  article. 
In  both  systems,  a  pulse  v/as  transmitted  and,  when  the  pulse 
struck  a  perturbation  such  as  the  ionized  layer  or  the  flaw,  the 
pulse  v/as  reflected  to  indicate  that  there  was  a  perturbation. 
Both  the  '64o  patent  and  the  Sperry  patent  relate  to  the  detection 
of  perturbations  in  an  article.   The  art  cited  against  both  the 
Sperry  and  the  '640  patents  comes  from  the  same  type  of  remote 
art,  both  relating  to  the  detection  of  perturbations  in  the  sky. 
If  the  use  of  pulse  echo  techniques  to  indicate  ionized  layers 
or  perturbations  in  the  upper  atmosphere  is  not  analogous  to 
the  use  of  such  techniques  to  indicate  flaws  or  perturbations  in 
objects,  as  held  by  the  Sixth  Circuit,  certainly  any  use  of 
scanning  techniques  in  the  missile  field  is  not  analogous  to  the 
use  of  such  techniques  in  the  bottle  Inspection  field.   This  is 
particularly  true  since  the  Sixth  Circuit  uses  the  same  tests  as 
this  Court  to  determine  whether  tv70  arts  are  analogous. 

B.   The  Invention  of  the  Patent-in-Sult  Was  Not  Obvious 
to  a  Person  of  Ordinary  Skill  in  the  Bottle 
Inspection  Art 

Of  course,  after  the  problems  were  solved  by  the 

inventors  of  the  patent-in-suit,  the  eminent  missileman, 

Dr.  Griest,  vrho  could  not  at  the  trial  explain  the  reason  for 

the  presence  of  lov;  frequency  interfering  components  in  the 

signal  generated  by  rotating  the  reticle  (Tr.  2249-2260),  did 

testify  how  obvious  it  v;as  to  detect  a  particle  in  a  bottle  by 

the  same  technology  as  that  employed  to  find  an  airplane  in  the 


sky  and  how  easy  it  was  to  adapt  the  Biberman  system  to  inspect 

bottles.   However,  Griest  testified  on  cross-examination  as  to 
the  extensive  modifications  which  would  be  required  in  the 
Biberman  system  to  detect  particles  in  a  bottle  (Tr.  2396-2301). 
Such  testimony  of  his  inability  to  understand  the  system  of  the 
patent-in-suit  and  of  the  modifications  required  in  the  Biberman 
patent  would  support  a  finding  of  unobviousness.   Furthennore, 
someone  first  had  to  appreciate  that  the  Biberman  system  might  be 
so  adapted.   No  one  prior  to  the  inventors  of  the  patent-in- 
suit  ever  came  close  to  such  an  appreciation. 

Appellee  contends  that  the  Patent  Examiner,  when  consider- 
ing the  application  for  the  patent-in-suit,  recognized  that  the 
spatial  filtering  system  produced  by  the  rotating  reticle  there 
shown  in  the  application  drawings  had  some  similarities  to  such 
systems  used  in  missile  and  star  tracking  technology  and  then 
cited  patents  from  the  latter.   Such  cannot  be  taken  as  persuasive 
that  it  was  obvious  to  use  such  spatial  filtering  techniques  in 
bottle  inspection  at  the  time  that  the  joint  inventors  conceived 
and  reduced  this  system  to  practice. 

"...infallible  hindsight  is  much  more  common  than 
precarious  foresight. . . " 

Dempster  Bros . ,  Inc.  v.  Buffalo  Metal  Container  Corp. , 
352  F.2d  420,  422  (CCA2,  I965) 

"...the  law  has  other  tests  of  the  invention  than 
subtle  conjectures  of  what  might  have  been  seen  and  yet 
was  not." 

Diamond  Rubber  Co.  v.  Consolidated  Rubber  Tire  Company, 
220  U.S.  428,  436,  31  S.Ct.  444,  447 


On  pages  60  and  61  of  its  brief  appellee  alludes  to 
the  fact  that  the  inventors  had  some  prior  experience  in  the 
missile  tracking  field.   Any  such  prior  experience  is  irrelevant 
since  the  test  of  obviousness  is  deteiTnined  through  the  eyes  of 
a  person  having  ordinary  skill  in  the  art  to  which  said  subject 
matter  pertains,  namely  bottle  inspection. 

"All  inventors,  regardless  of  their  personal  skills, 
are  held  to  this  statutory  standard."  (In  re  Warner  and 
Warner,  I54  U.S.P.Q.  173,  175  (Ct.  Customs  &  Pat.  Appls, 
1967) 

Appellee  refers  on  page  60  to  a  notation  in  Calhoun's 
notebook  in  an  attempt  to  show  that  Calhoun  appi^ciated  the 
relationship  between  the  Falcon  missile  system  and  the  invention 
of  the  patent-ln-suit .   The  testimony  of  Calhoun  on  page  766  of 
the  transcript  is  not  to  this  effect.    Actually,  if  the  nota- 
tion in  Calhoun's  notebook  related  to  any  patent,  it  related  to 
an  improvement  disclosed  in  patent  3,08l,666  rather  than  to  the 
invention  of  the  patent-in-suit. 

Appellee  attempts  on  page  6I  of  its  brief  to  make  much 
of  correspondence  from  George  Meyer,  appellant's  president, 
relating  to  the  s.ignificance  of  some  prior  publications  discovered 
by  Meyer.   Appellee  characterizes  Meyer  as  a  man  with  ordinary 
skill  in  the  art.   There  is  nothing  in  the  record  to  substantiate 
this  since  no  questions  were  asked  of  Meyer  as  to  his  background 
in  education  or  experience  and  no  questions  were  asked  of  Meyer 
as  to  such  correspondence.    If  Meyer  had  such  skill  and  if  his 
correspondence  with  Calhoun  had  special  significance  because  of 


this   skill  J    Meyer's   agreeing  to  make   a  downpayment   of   $75,000.00 
and  to  pay  a  continuing   royalty  for  the   patent-in-suit   strongly 
suggests   that  he   regarded   the   invention  as   unobvious.        Actually, 
if  anything,    Meyer  had   considerably  less   than  ordinary   skill   in  the 
art.        The   questions   raised  by  Meyer  in  such  correspondence  were 
merely  those   of  a  businessman  concerned  about   the   substantial 
investment  he   had  made.        Furthermore,    this   question  was   raised 
after  the   invention  of  the   patent-in-suit   on  the   basis   of  hind- 
sight . 

C.        The   District   Court   Properly  Concluded   that,    if 

Biberman  Patent   is  not   to  be   Considered   Pertinent 
Prior  Art   to  the   Patent-in-Suit,    the   Patent-ln- 
Sult  is  Valid 

Appellee   finally  argues  on  page  62  of  its  brief  that, 
even  without   reference   to  any  missile   or  star  tracking  patents, 
the  invention  of  the  patent-in-suit  vras   taught  by  patents   in 
the  bottle   inspection  field.        This  is  directly  contrary  to  Find- 
ings 11(e),    11(f),    12  and  13  by  the  District   Court.        None   of 
these  Findings   has  been  shov/n  to  be   clearly  erroneous.        No 
patent  in  the   bottle   inspection  field  disclosed   or  contemplated 
the  combination  of  rotating  a  member  such  as   a  reticle   to 
provide   spatial   filtering   for  separating  the   frequencies   of  the 
signal  components   representing  particles   from  the   frequencies   of 
signal  components   representing   edge  and   other  undesirable  effects 
and  for  selecting  the   frequencies  of  the   signal   components   re- 
presenting the   particle  and  attenuating  the   other  frequencies. 
Furthermore,    contrary  to  the  contention  of  appellees  on  pages 
69  and  70  of  its  brief,    Stoate   patent  517,229  does  not   teach  the 


combination  of  spatial  filtering  and  frequency  selection  since 
Stoate's  system  was  a  DC  system,  as  Stoate  himself  admitted 
(Tr.  2030)  and  as  the  Court  found  in  Finding  11(b). 

Furthennore,  on  pages  63-65  of  its  brief,  appellee 
cites  a  number  of  Ninth  Circuit  cases  relating  to  the  test  for 
validity  of  claims  relating  to  combinations  of  elements  and 
concludes  that  appellant's  combination  does  not  produce  any 
change  in  the  respective  function  of  the  individual  elements. 
This  is  contrary  to  Finding  of  Fact  No.  12(a)  of  the  District 
Court,  which  found: 

"The  '640  patent  discloses  the  first  system  for 
detecting  small  particles  in  the  bottom  of  a  bottle 
while  scanning  the  bottom  of  the  bottle,  including 
the  edge  of  the  bottle,  without  m,asking  the  edge  of 
the  bottle." 
Furthermore,  the  District  Court  found  in  Finding  of  Fact  No.  13; 
"Some  of  the  problems  specific  to  the  bottle 
inspection  field,  including  the  effects  of  the  edge 
of  the  bottle,  were  neither  recognized  nor  solved  by 
others  prior  to  the  filing  by  the  inventors  of  the 
patent  application  which  matured  into  the  '640  patent." 
The  problems  relating  to  the  effects  of  the  edge  of  the  bottle 
are  discussed  in  detail  on  pages  13  and  41-44  of  appellant's 
main  brief.   As  appellant  has  indicated  in  its  main  brief, 
rio  attempt  was  made  prior  to  the  invention  of  the  patent- in- 
sult to  scan  the  edge  of  the  bottle,  particularly  since  the 
effects  of  the  edge  of  the  bottle  tend  to  completely  overshadow 
the  effects  of  a  particle  in  the  bottom  of  the  bottle. 


Appellee  contends  on  pages  68  and  69  of  its  brief  that 
appellant's  machine  did  not  enjoy  "commercial  success"  because 
the  machine  marketed  by  appellant  vms  not  the  same  as  that  dis- 
closed in  the  '640  patent.   This  is  contrary  to  the  finding  of 
the  District  Court  in  Finding  12(c)  and  such  Finding  has  not 
been  shown  by  appellee  to  be  clearly  erroneous.   Actually,  the 
only  change  in  the  marketed  machine,  from  that  disclosed  in  the 
'640  patent,  other  than  in  the  mechanical  handling  of  the  bottles, 
was  the  addition  of  a  prism  to  insure  that  the  machine  would  be 
able  to  detect  particles  at  the  center  of  the  bottom  of  the  bottle 
(Tr.  476-480).   This  addition  of  the  prism  did  not  affect  the 
basic  operation  of  appellant's  machine  (Tr.  476-480).   Further- 
more, if  appellee's  argument  were  to  be  drawn  to  its  logical  con- 
clusion, no  machine  could  be  ever  considered  to  enjoy  commercial 
success  since  improvements  are  constantly  being  made  in  every 
machine . 

The  District  Court  recognized  in  Finding  of  Fact  No.  13 
that  the  patent-in-suit  would  be  valid  if  the  missile  and  star 
tracking  field  could  not  be  considered  with  the  bottle  inspecting- 
field  as  a  single  art  of  detecting  objects  in  a  field  of  view 
by  electro-optical  techniques.   Appellant  has  demonstrated  that 
the  missile  and  star  tracking  field  cannot  be  properly  considered 
as  a  single  art  with  the  bottle  inspection  field.   However,  even 
if  the  missile  and  star  tracking  field  can  be  considered  as  a 
single  art  with  the  bottle  inspection  field,  the  patent  is  valid 
since  the  invention  of  the  patent  achieves  a  new  and  surprising 
result  in  detecting  a  particle  in  the  bottom  of  a  bottle  while 
Scanning  the  edge  of  the  bottle.   The  patent-in-suit  is 


We  turn,  then,  to  the  issue  of  infringement. 

3    THE  DISTRICT  COURT'S  FIMDIMGS  ON  THE  ISSUE  OF  INFRINGEMENT, 
BASED  UPON  ITS  ERROl^OUS  APPROACH  TO  THAT  ISSUE,  WERE 
CLEARLY  ERRONEOUS 

On  the  issue  of  infringement,  appellee  would  subject 
this  Court  to  the  myopia  of  reading  only  the  wording  of  the  claims 
without  the  benefit  of  any  understanding  of  the  inventors'  con- 
tribution to  the  bottle  inspection  art  or  any  appreciation  of 
the  fact  that  appellee's  machines  fully  utilize  that  contribution. 
Furthermore,  appellee  has  attempted  to  support  its  position  by 
conclusions  made  by  its  ovm  v^itnesses  on  direct  examination 
even  though,  on  cross-examination,  such  v/itnesses  made  admissions 
directly  contrary  to  their  conclusions  on  direct  examination. 

While  it  is  true  that  in  many  instances  a  District 
Court  may  determine  factual  issues  in  arriving  at  a  conclusion 
as  to  V7hether  or  not  there  has  been  infringement  (e.g.  see 
Kim  Eros,  v.  ?Iagler,  276  F.2d  259,  262  (CA  9,    I96O)  cited  by 
appellee  on  page  20  of  its  brief),  whether  or  not  infringement 
exists  in  many  instances  may  represent  a  conclusion  of  lav/. 
Thus,  see: 

Hansen  v.  Colliver,  282  F.2d  66,  69  (CA  9,  i960) 

Pursche  v.  Atlas  Scraper  &  Eng.  Co.,  300  F.2d  467, 
482  (CA  9,  1961) 

Moon  V.  Cabot  Shops,  Inc.,  270  F.2d  539,  5^5 
(CA  9,    1959) 

Lundgren  v.  Freeman,  307  F.2d  104,  113-115 
(CA  9,  1962) 

In  any  event,  where  the  District  Court  has  determined 
the  infringem.ent  issue  by  an  erroneous  approach,  this  Court  has 


experienced   no  difficulty  in  finding  reversible  error. 

See:      Neff  Instrument   Corp.    v.    Cohu  Electronics,    Inc., 
298   F.2d   82   (CA  9,    1961) 

Appellant   submits   that   the  District   Court  adopted  an 
erroneous  approach  in  the   case  at  Bar  by:      (1)    failing   first   to 
consider  the   validity   issue  whereby  it  v;ould   have   had   to  make  a 
determination  of  the   contribution  by  the   joint   inventors   to 
the  properly  defined   art;      (2)      including  missile  and   star 
tracking  patents   in  the  art  v^hich  it   considered   pertinent   to 
the  bottle   inspection  patent   in  suit  and   against  which  the 
inventors'    contribution  was  evaluated;      (3)      failing  to  acknowledge 
that  appellee's  machines   utilize   the   inventors'    contribution  to 
the  bottle   inspection  art  which  it   should   have   thus  determined; 
and       (4)      considering  the   invention  to  be   limited   to  the  dis- 
closed embodiment  and   reading   the   claims   literally  and  with 
reference   to  such  embodiment   -   even  though  the  District   Court 
found  that   the   inventors   had    reduced   to   practice,    prior  to   filing 
the  application  for  the  patent-in-suit,    the   techniques  asserted   by 
appellee   to  distinguish  the  accused  machines   from  the  embodiment 
disclosed   in  the   patent-in-suit. 

As  a  consequence   of  adopting  such  approach  to  the   issue 
of  infringement,    the   District   Court  made  a   series   of  findings^  to 
support  a  conclusion  of  non- infringement,  which  were   clearly 
erroneous . 

"Infringement  is  not  a  mere  matter  of  v/ords"   (Grant  v. 
Koppl,    99   F.2d   106,    110   (CCA  9,    1938),    cited    in   Pursche   v.    Atlas 
I  teiper  &  Eng.    Co. ,    supra  at  p.    482).        While   claim  V70rding   is 


certainly  to  be   looked   to  in  the   first   instance   (See  Graver 
Tank  &  Mfg.    Co.    Inc.    v.   Linde   Air  Prods.    Co.,    339  U.S.   605,    607; 
70  S.Ct.   854),    "the  degree   of  protection  afforded   beyond   the 
language   of  the   claims  will  vary  directly  with  the   value   of  the 
inventor's   contribution  of  the  art"    [Judge  Learned   Hand's   opinion 
in  Royal  Typewriter  Co.    v.    Remington   Rand.,    Inc.,    I68  F.2d  69I, 
692  (CA  2,    19^)],    quoted   in  Nelson  v.   Batson,    322  F.2d   132, 
135  (CA  9,    1963). 

Since   the  missile  and   star  tracking  patents   typified 
by  Biberman  are   not  pertinent  prior  art  to  the   patent-in-suit. 
Finding  of  Fact  No.    5  and  Conclusion  of  Law  No.    I9  are   obviously 
bottomed  upon  an  erroneous  premise,    viz.    that  the  patents 
relating  to  missile  and   star  tracking  are   pertinent   prior  art. 

The  District   Court  also  proceeded   on  the   premise   that   it 
would  limit  the   scope   of  the  patent-in-suit   specifically  to 
what  was  disclosed   in  the   specification  and  drawings    (Tr.    2665). 
As  this  Court  will  appreciate,    it  would  have  been  impossible 
even  in  a  book-size  volume   to  have  anticipated  all   of  the 
different  variations  which  were   possible  v;ithin  the   scope   of 
the  invention. 

An  analysis  of  several   of  the  District   Court's  Find- 
ings of  Fact  vrill   illustrate   the   inconsistent  manner  in  which 
his  Honor  proceeded.        Thus,    Finding  of  Fact  No.    5   in  effect 
indicates  that   the  District   Court   considered   the   invention  of 
the  patent-in-suit   to  be   limited   to  the   particular  embodiment 
disclosed  in  the  drawings  and  specifications.       What  the  District 
Court  has  thereby  done,    therefore,    is   to  hold,    in  effect  that 
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notwithstanding  the  fact  that  the  inventors  of  the  patent-in- 
suit  were  the  first  to  perform  bottle  inspection  by  (l)  the  use 
of  a  centered  optical  system  to  provide  spatial  filtering  for 
generating  signal  components,  some  of  which  components  are 
indicative  of  the  presence  of  a  dirt  particle,  and  (2)  then 
selecting  those  components  from  other  signal  components  by  a 
particular  disclosed  electronic  technique,  the  patent  is  to  be 
limited  in  scope  to  the  particular  embodiment  disclosed  in  the 
specification. 

Hence,  appellee  has  been  held  not  liable  for  infringe- 
ment even  though  it  uses  a  similar  centered  optical  system  (which 
itself  was  entirely  new  in  its  application  to  the  bottle  inspec- 
tion art)  to  generate  signal  components  by  spatial  filtering 
techniques  and  processes  the  latter  electronically  to  select 
the  components  indicative  of  a  particle  (Tr.  567-571,  587-589, 
592-596,  1288-I292).   Appellee  has  been  held  not  to  infringe 
because  appellee  allegedly  uses  a  slightly  different  electronic 
technique  -  notv/ithstanding  the  fact  that  a  person  skilled  in 
the  art  would  recognize  that  appellee's  system  accomplishes  the 
sane  result  by  the  same  means  as  that  specifically  disclosed  in 
the  patent-in-suit  (Tr.  567-571,  587-589,  592-596,  1288-I292). 
Appellant  submits  that  this  is  not  the  "just  result"  contemplated 
by  Judge  Learned  Hand  in  the  Royal  Typewriter  Co.  case,  supra, 
cited  in  this  Court's  opinion  in  Nelson  v.  Batson,  supra. 

When  the  findings  adopted  by  the  District  Court  on 
the  question  of  infringement  are  viewed  in  the  light  of  the 
^al  and  great  contribution  hereinabove  explained,  they  will 


appear  to  be   little  more   than  an  ingenious  exercise   in  judicial 
nit-picking,    and   clearly  erroneous.        For  example: 

In  Finding  No.    5(d)   the  District   Court   states  that 
the  patent-in-sult    "does   not   include   a  disc   having  a   single 
reflective  line  with  the   remainder  of  the   surface   opaque". 
(R.   1940).        This  Finding   is  erroneous.        When  rotated,    appellee's 
scanning  member  causes   pulses  to   be   produced   by  the   photocell   in 
a  similar  manner  and  by  similar  or  equivalent  means   to  that  pro- 
duced by  scanning  members  within  the   concept   of  the   patent-in- 
suit   (Tr.   1760,    1845,    I882).        This   error  is  repeated  in  Finding 
No.  7  wherein  the  District   Court  arbitrarily  imposes   upon  all 
of  the  patent   claims  a  limitation  that   the   circular  scanning 
member  must  have  at  least  two  radial  opaque  areas  and  two  trans- 
parent areas.        This   limitation  is   imposed   notwithstanding  the 
Court's  Finding  No.    20   to  the  effect   that   the   inventors,    before 
filing  the  application  which  formed  the  basis   of  the  patent-in- 
suit,   had  tried  a  reticle  with  a  single   translucent  area. 
(R.   1947).        Since   any  disc  with  a  single   transparent   or 
reflective  area  will  produce   the   same   light   chopping  effect   in 
a  similar  manner  as  a  multi-segment   reticle   (see   Ryde  and  Griest 
testimony    Tr.   I76O,    1842-1845,    1882,    2221-2222),    Finding   No.    7 
represents  a  clearly  erroneous  denial   of  equivalence  and  a   further 
unjustified   restriction  upon  the   claims,    notv/ithstanding   the 
basic  inventive   concept. 

The   inclusion  of  a  disc  with  a  single   transparent   or 
Inflective  line  within  the   concept  of  the   invention  is  also 
clearly  evident   from  the  discussion  in  Column  5,    lines  39   to  45, 
inclusive,    of  the  patent-in-suit .        Here   it   is   stated   that: 


"The  essence   of  these  various   reticle  patterns   is 
that  a  reticle   be   positioned  and    rotated   in  front  of  a 
phDtDceOl    so  that   all   of  the   infonnation  bearing  light   or 
light   from  the   area  being   inspected   passes   through  the 
reticle   to  the   photocell  and   the   reticle  pattern  is 
such  that   in  the  area  being   inspected   any  point   is   scanned 
by  an  alternate   opaque   and   translucent  area  of  the 
reticle . " 
Literally^    even  a  scanning  member  having  a   single   transparent 
or  reflective   line   and   a  single   opaque  area  v/ould   provide  a 
scan  of  any  point    "by  an  alternate   opaque  and   translucent  area 
of  the  reticle",    particularly  when  the   scanning  member  is 
rotated  through  more   than  one   revolution.        Furthermore,    since 
by  Ryde ' s  own  testimony  a   single-spoke   reticle   rotating   through 
two  revolutions   is  equivalent   to  a  double- spoke  disc   rotating 
through  a  single   revolution  (Tr.    1842-1845),    any  point  vjould   be 
scanned  as  a  practical  matter   "by  an  alternate   opaque  and   trans- 
lucent area  of  the   reticle".        Furthennore,    appellee's  use   of  a 
reticle  with  a  single   translucent  or  reflective  area  and   a  single 
opaque  area  even  meets   the   tenninology  of  such  claims   as   Claim  24 
since  the  total   number  of  areas   is  2  and   accordingly  the  member 
has   "alternate   radial  and   opaque  areas". 

As  another  example,    the  District   Court  limited   the 
patent-in- suit   in  Finding  of  Fact  5(a)    to  the   production  of 
alternating  current  at  a  single   frequency.        This   Finding   is 
clearly  erroneous.        For  example,    the   production  of  signal 
components  at  more   than  one   frequency   is   reflected   in  the   ter- 
monology  of  some   of  the   claims   in  the   patent- in-suit.        By  way 


of  illustration.  Claim  l8  uses  the  plural  term  "particular 
alternating  components".   Other  claims  such  as  Claim  23  use 
language  such  as  "...a  specific  frequency  range...".   Still 
other  claims  such  as  Claim  22  do  not  use  the  term  "frequency" 

at  all. 

Appellee's  position  is   that   the   patent-in-suit   selects 
a  signal  at  a  particular  frequency,    from  the   pulse  produced   by 
the  photocell,    to  detect  a  particle  at   the   bottom  of  a  bottle 
whereas  appellee's   system  detects  a  particle  by  the   slope   -   or 
abruptness   -   of  the   pulse   produced  by  the   photocell.        However, 
Husome  admitted  on  cross-examination  that   the   slope   -   or  abrupt- 
ness -  of  the  pulse   increased  as   the   high  frequency  components 
in  a  pulse   increased    (Tr.    1323-1339,    1345-13^9).        Husome 
further  admitted   on  cross-examination  that  appellee   selected 
the  signal  components  at   frequencies  betv/een  200  and   5OOO  cycles 
per  second  to  detect  a  particle   in  the  bottom  of  a  bottle 
(Tr.  546-554,    567-570,    II86-II87).        As  Husome   further  admitted 
on  cross-examination,    differentiation  -   or  slope  detection  -    is 
a  member  of  the   family  of  frequency  discrimination   (Tr.    1289- 
1292).         Furthermore,    the    "RC"   circuit  used  by  appellee   to 
provide   "slope  detection"  was  well  known  prior  to  the   filing 
of  the  patent-in-suit   in  the  United   States   Patent   Office,    as 
admitted  by  Grlest  on  cross-examination  (Tr.    2271-2272),    and 
was  successfully  used   by  the   inventors   to  detect  a  particle   in 
the  bottom  of  a  bottle   prior  to  such  filing   (Tr.    267,    2371-2374). 
As  Driest   further  admitted   on  cross-examination,    LC  and    RC 
circuits  may  be   used    interchangeably  to   select  particular 


frequencies  although  one  type   of  circuit  may  provide  a  different 
degree  or  characteristic   of  frequency  discrimination  over  that 
obtainable   by  the   other   (Tr.    2232-2234).        On  this  basis,    there 
is  no  important  distinction  between  the   use   of  LC   circuits   in 
the  invention  of  the  patent-in-suit   or  the   use   of  RC  circuits   in 
appellee's  machine. 

In  other  words,    the   slope  detection  electronic 
technique   used   by  appellee   is  actually  quite   similar  to  the 
frequency  selection  electronic   technique   of  the   patent.        Thus, 
not  only  do  appellee's  machines  employ  means  equivalent   to  those 
of  the  patent   to  generate   signals  v;ith  alternating   components, 
some  of  which  represent  a  dirt   particle,    but  appellee's  machines 
then  use  an  equivalent  electronic   technique  to  select   the   fre- 
quency components   representing   the   particle  and   use   these 
components  to  trigger  a  bottle   rejecting  mechanism. 

Appellee   further  predicates   the  alleged  difference 
between  its   system  and   the   patent-in-suit   on  the   basis   that   the 
patent-in-suit   produces  an  alternating  current   (a  single   fre- 
quency) whereas  appellee's   system  produces  a  pulse.        Hov:ever, 
Ryde  and  Griest  admitted   on  cross-examination  that  a    "pulse" 
is  a  special   form  of   "alternating   current"   (Tr.    17^5,    2223), 
and  Husome,    Ryde  and  Griest  admitted   on  cross-examination  that 
a  pulse  had   alternating   components   (Tr.    1295-1305,    1327-13^7, 
1738-1746,    2223-2224).        Ryde  admitted   on  cross-examination 
that  the  train  of  pulses  produced   by  appellee's  machine  v^ould 
be  similar  to  that   produced  by  the    '640   system  so  that   it  would 
be  reasonable   to  call   such  pulses    "alternating   current"   if  they 
^^  designated  as    "alternating   current"   in  the    '64o  patent 


(Tr.    17^^-17^5).        This    is   consistent   with   the   testimony   of 
Driest  on  cross-examination  that   patent  attorneys   use   the   tenn 
"alternating   current"   loosely  with  the    term    "pulse"    (Tr.    2223). 
Such  constitutes   strong   proof  that   any  differences   betv/een 
"alternating   currents"  and    "pulses"   or  between   "frequency 
selection"  and    "slope  detection"  are   only  ones   of  semantics 
rather  than  of  substance. 

On  page   59   of  its  main  brief,    appellant   has  discussed 
the  decision  by   this   Court    in  the   Neff  Instrument   Corp.    v.    Cohu 
Electronics,    Inc.,    298   F.2d   92   (CA9,    I96I)    to   show   that   this 
Court  has   already  held    RC  and   LC   circuits   to  be  equivalent. 
However,    on  pages   48  and   49   of  its   brief,    appellee   has   stated 
that  the  Neff  case   is   not   in  point  because   the  Neff  case   related 
to  filters  v;hereas   the   present   case   does   not  deal  with   filters. 
As  appellant   has   shown  above   and   as  Husome   has   admitted   on  cross- 
examination   (Tr.    546-554,    567-570,    1186-1187),    both   the    RC 
circuits   in  appellee's  machine  and   the  LC   circuit   in  the   patent- 
in-suit   provide    frequency   selection  by   attenuating   certain   fre- 
quencies  so  as   to  emphasize   the   selected    frequencies.        This   is 
consistent  with  the  definition  of   "filter"   in  Webster's   New 
Collegiate   Dictionary    (Copyright,    I96I)    published   by   G.    &   C. 
Merriam  Company  of  Springfield,    Massachusetts.        On  page   311 
of  this  dictionary,    the    term   "filter"   is   defined    from  an 
electrical   standpoint  as    "An  electric   circuit   so  designed   that 
a  certain  selected   range   of  frequencies   is   transmitted  while 
other  frequencies   are  almost  entirely   suppressed".        Since   the 
RC  circuits    in  appellee's  machine   and    the  LC   circuits    in  the 


patent-in-suit  are  acting  as   filters  as  defined  by  Webster, 
the  Neff  case   is  directly  pertinent. 

As  will  be   seen  from  the   above  discussion  and   from 
pages  56-65  of  appellant's  main  brief,    appellee's  machine  does 
produce  alternating  current   in  the   relevant  sense  as  taught 
by  the  patent-in-suit.        Since   this   is   the   only  basis  upon 
which  Claim  22  has  been  held   not   to  infringe,    appellee   obviously 
infringes   Claim  22.        Furthermore,    this   constitutes   the  main 
basis  upon  which  a  number  of  other  claims   in  the   patent  have   been 
erroneously  held  not   to   infringe. 

Appellant   has   discussed  above   only  two  of  the   findings 
by  the  District  Court  with  respect   to  the   issues   of  infringement. 
The  other  findings  have   been  discussed   in  appellant's  main  brief. 
In  view  of  the   restricted   length  required   of  this  brief,    appellant 
will  not  discuss   these   findings  again  in  this  brief.        However, 
from  the   foregoing  discussion,    this   Court  will   see   that  the 
District  Court  has   clearly  erroneously  limited  the   scope  of  the 
claims  and  the  normal  meaning  of  the  language   of  the   claims .      For 
example,    the   term   "sequentially  and   cyclically"   in  such  claims 
as  Claims   7,    22  and   23  obviously  refers   to  a  progressive   rotation 
of  the   scanning  member  through  more   than  one   revolution,    as    Ryde 
admitted   on  cross-examination   (Tr.    I82I-I826). 

We   come   lastly  to  the  District   Court's  detailed   find- 
ings incorporated   in  Finding  of  Fact  No.    22.        At   the   outset  of 
this  finding,    the  District   Court  admits   that  appellee's  machines 
seek  the   same  end   result   of  detecting   foreign  particles   in  a 
bottle  as  does   the  machine  described   in  the   patent-in-suit, 
but  finds  that   the  means  employed  are   dissimilar  in  certain 


respects  enumerated  with  reference   to  language   of  the   claims   in 
issue.        It    is   at   this   point   that   the   District   Court's   nit- 
picking  reaches   its   apogee.        For  example,    let   us   consider  each 
lettered   paragraph  under  Claim  7  of  Finding  22. 

First   referring   to  paragraph   (a),    appellee   has   con- 
veniently underscored   the  pertinent   claim  language   in  its   quota- 
tions on  pages  23  and   24  of  its   brief.        This  language   is   intended 
to  describe   the   circular  sweep  of  the   scanning  member  at   the 
instant   that   the   bottle   is  moved   near  the   centered   position  shown 
in  the  patent  drawing   copied   on  page  7  of  appellant's  main  brief. 
When  the   bottle   is  moved   near  the   centered   position,    the   language 
of  the   claim  certainly  applies   to  both  the  machine   embodiment   of 
the  patent  drawing  as  well  as   to  appellee's  machine,    as   Ryde 
admitted   on  cross-examination   (Tr.    I76I-I767).        However,    as  may 
be  seen  from  paragraph  (a)  of  the   Court's   findings  with  respect   to 
Claim  9,    the  District   Court  attempted   to  read    further  limitations 
into  the   language   of  the   claim  by  requiring  that   the   progressive 
scans  of  the   scanning  menber  at  all   times   include   the   center  of 
the  bottom  of  the   bottle   and   progressive   portions   of  the   per- 
iphery of  the  bottle.        Actually,    even  this  is   true   since   each 
position  on  the   bottom  of  the   bottle   in  appellee's  machine   is 
constantly  being   scanned   either  by  the  mirrored   line   or  the 
opaque  area  of  the   scanning  member.        At  any   rate,    appellee's 
scanning  member  is  equivalent   to  the    scanning  member  of  the 
patent-in-suit   since   both  scan  the  bottom  of  the   bottle   to 
provide   spatial   filtering. 

Turning  next   to  paragraph  (b)    under  Claim  7,    again 
the  pertinent   claim  language   is   conveniently  quoted   on  pages 


24  and  25  of  appellee's  brief.        Note   that   the  District  Court 
has  changed  the   claim  language   in  Finding   (b)   with  respect   to 
Claim  7  and  discusses    "the  detection  circuitry  of  the   SME 
machines"  not  being    "concerned  with   rendering  a  repetitive 
alternating  current   signal  output  at   the  photocell".        Claim  7 
says  nothing  about    "detection  circuitry"  being  concerned  with 
rendering  a  repetitive  alternating  current   signal  at   the  output 
of  the  photocell.        Rather^    the   claim  recites   that   the   photo- 
electric  scanning  means   is    "constructed  and  disposed   to   render 
an  alternating   current   signal  output"   under  the  described   con- 
dition of  the   presence   of  dirt  particles.        As  discussed   on 
pages  17-21   of  this  brief  and  on  pages  5^-65  of  appellant's 
main  brief,    the   photoelectric   scanning  means   in  appellee's 
machine  is  also  constructed  and  disposed   to  render  an  alternating 
current  signal   output. 

The  alleged  difference  between  the   production  by  the 
electronic   circuitry  associated  vrith  the   photocell   of  an  alterna- 
ting current   signal   in  the   invention  of  the   patent-in-suit  and 
the  signal   in  appellee's  machine   is   further  explained   by  the 
District  Court   in  paragraph   (c)    under  Claim  7.        As   indicated 
above,    these  alleged  differences  have  been  discussed   in  some 
detail  on  pages  17-21   of  this  brief  and  pages  56-63   of  appellant's 
main  brief  to   show  that   the  differences  are   largely  illusory. 
The  electronic   circuitry  in  the  patent-in-suit  and   the  electronic 
circuitry  in  appellee's  machine   produce    "an  alternating  current 
signal"  as  this  term  is   used   in  Claim  7. 

The   other  claim  distinctions   particularized  by  the 
District  Court   in  Finding  No.    22  may  be  shown  to  be  equally 


hypercritical  and  erroneously  limiting  of  the   patent,    parti- 
cularly since   appellee's  machines  have  appropriated   the   true 
contribution  of  the   Joint   inventors   to  the  pertinent   bottle 
inspection  art. 

h.       SUMI4ARY 

The   findings   of  the  District   Court   on  the   issues   of 
validity  and   infringement  are   clearly  erroneous.        The   finding 
of  invalidity  is  predicated   in  part   on  the   finding   that   the 
fields  of  bottle   inspection  and  missile   tracking  are   included 
within  the  art   of  detecting  objects   in  a  field   of  view  by 
electro-optical  techniques  or  are  analogous.        This    finding   is 
erroneous  since   the   fields   of  bottle   inspection  and  missile 
tracking  are   neither  analogous   nor  included  within  a  broad  art. 
However,    even  if  the   tv.-u    fields  are  analogous,    the   patent- in- 
suit  is  valid   since   it   achieves  a  new  and   surprising   result   in 
detecting  particles   in  the  bottom  of  a  bottle  even  vjhile   scan- 
nJng  the  edge   of  the  bottle.        This   is   particularly  true   since 
none  of  the  patents   in  the  bottle   inspection  field  discloses  or 
contemplates  a  system  using  a  centered   optical   system  with  a 
radial  scan  to  provide   spatial    filtering   for  generating   certain 
frequency  components   representing  a  particle   in  the  bottom  of 
a  bottle  and  other  frequency  components   representing  other 
undesirable  effects   such  as  the  edge   of  the  bottle   and  to  provide 
electronic   frequency  selection  for  selecting  the   frequency 
components   representing   the  particle. 

The   patent   should   be  given  a  broad   scope   in  view  of 
its  validity  rather  than  being  limited,    in  the  manner  follovred 


by  the  District   Court,    to  the   specific  embodiment  disclosed   in 
the  patent.        For  example,    the  use  by  appellee   of  a   scanning 
member  with  a  single   translucent   or  reflective   line   and   a  single 
opaque  area  is   clearly  encompassed  within  the   scope   of  the 
patent,    contrary   to   the  erroneous   finding   of  the  District 
Court  in  Finding  5(d).        The   other  Findings  by   the  District 
Court  to  limit   the   scope   of  the   patent   are   also   clearly 
erroneous,    particularly   in  view  of  the  admissions   by  appellee's 
witnesses  on  cross-examination.        Appellee   clearly  infringes 
the  spirit  of  the   claims   and  also  literally  infringes   the 
language  of  the  claims,    particularly  when  such  language   is 
given  a  normal  meaning   in  view  of  the   broad   scope   of  the 
patent. 

DATED:    July  3,  1968. 

Respectfully  submitted, 
SMYTH,  ROSTON  &  PAVITT 
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Attorneys  for  Appellant 
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I. 

IHE  QUESTION  OF  WHETHER  OR  NOT  THE  PATENT- IN- SUIT  HAS  BEEN 
MISUSED  BY  MEYER  IS  PURELY  ON^  OF  LAW. 

A.   Whether  Or  Not  the  Trial  Court  Properly  Con- 
strued the  Transfer  Agreement  of  September  21, 
1959,  is  Purely  a  Question  of  Law. 

Cross-Appellee,  G<bo.  J.  Meyer  Manufacturing  Co., 
(hereinafter  "Meyer")  has  clearly  misunderstood  the  significance 
and  impact  of  the  Trial  Court's  Conclusion  of  Law  No.  18 
(R.  1836)  which  states:   "The  Court  concludes  that  the  terms  of 
:he  patent  transfer  agreement  are  understandable,  and  the  Court 
las  therefore  interpreted  the  contract  without  regard  to 
extraneous  evidence." 

As  its  first  line  of  defense  herein,  Meyer  has 
adopted  the  position  that  cross-appellant,  San  Marino  Electronic 
Corporation  (hereinafter  "SME") ,  has  failed  in  its  "fundamental 
)urden"  of  showing  that  the  findings  of  the  Trial  Court  have  no 
support  in  the  record  or  are  clearly  erroneous.   (Meyer 
\nswering  Brief,  p.  13a)   In  addition,  Meyer  has  paraphrased 
extensive  portions  of  the  record  and  transcript  in  an  effort 
i:o  show  that  evidence  before  the  Trial  Court  supports  the  Trial 
-ourt's  conclusions  as  to  the  meaning  of  the  various  clauses 
^f  the  Patent  Transfer  Agreement  and  the  Consultant  Agreement 
^ere  at  issue.   (The  terms  "Patent  Transfer  Agreement"  and 
Consultant  Agreement",  adopted  by  the  Trial  Court  in  Finding 
^i  Fact  No.  6,  R.  1816-1817,  are  hereinafter  descriptive  of 
•hat  agreement  between  Industrial  Dynamics  Corporation,  Calhoun 
md  Browning  and  Meyer  dated  Septeaiber  21,  1959.) 


From  the  inception  of  these  proceedings,  it  has 
een  SME's  position  that  the  Patent  Transfer  Agreement,  and  the 
lonsultant  Agreement,  are  clear  and  unambiguous  and  have  meanings 
learly  determinable  from  the  face  thereof.   Whether  there  is  or 
jhether  there  is  not  ample  evidence  in  the  record  to  support 
:hose  conclusions  of  the  Trial  Court  directed  to  the  inter- 
iretation  and  construction  of  the  Patent  Transfer  and  Consultant 
,greements  is  a  completely  irrelevant  question.   In  reaching  its 
onclusions  as  to  the  meaning  of  the  Patent  Transfer  Agreement, 
md  Article  XIV  thereof,  the  Trial  Court  expressly  stated  that 
.t  would  not,  and  did  not,  consider  any  other  evidence  before  it 
:han  the  instrument  itself.   (Tr.^'  330,  et  seq,  334)   If  the  Trial 
;ourt  did  not  consider  any  extraneous  evidence  in  reaching  its 
.nterpretation  or  meaning  of  the  Patent  Transfer  Agreement,  SME 
low  asks  why  Meyer  considers  it  necessary  that  SME  should  parade 
)efore  this  Court  evidentiary  facts  tending  to  sustain  its 
contentions  when  such  evidence  was  not  considered  by  the  Trial 
lourt?  In  like  manner,  SME  now  asks  why,  when  Meyer,  at  p.  15 
)f  its  Answering  Brief,  accuses  SME  of  bringing  before  this  Court 
evidence  not  before  the  Trial  Court  (a  hyper-technical  point  in 
'iew  of  the  Trial  Court's  review  of  the  Leo  Meyer  deposition; 
'r.*  541-542;  745) ^   Meyer  now  brings  before  this  Court  record 
•nd  transcript  citations  clearly  irrelevant  in  view  of  the  Trial 
)ourt  s  total  reliance  on  the  "four  corners"  of  the  instruments 
t  issue?  The  answers  to  these  questions  appear  obvious;  despite 
•ts  protestations  to  the  contrary,  Meyer  is  not  willing  to 
ely  upon  the  face  of  the  Patent  Transfer  Agreement  in  its 
'ttempt  to  sustain  the  clearly  erroneous  conclusions  as  to  the 
IgSSing  thereof  dravra  bv  the  Trial  Court. 


As  to  the  misuse  of  the  '640  patent,  a  major  issue 
before  this  Court  is  whether^  in  view  of  the  plain  meaning  of 
Article  XIV  of  the  Patent  Transfer  Agreement,  Meyer  has  misused 
the  '640  patent.   It  is  now,  and  always  has  been,  SME's 
contention  that  Article  XIV  has  a  plain  and  simple  meaning;  that 
Industrial  Dynamics  Corporation  was  not  to  make  any  machines  for 
performing  the  function  of  inspecting  empty  bottles  for  foreign 
particles  which  were  competitive  with  any  such  machine  made  by 
Meyer,  for  a  period  of  approximately  22  years,  anywhere  in  the 
world.  At  pages  30  through  35  of  its  main  brief,  SME  has  exhaust- 
ively analyzed  the  various  relevant  portions  of  the  Patent  Transfer 
Agreement  in  an  effort  to  demonstrate  the  incongruity  of  the 
Trial  Court's  determination  that  Article  XIV  is  limited  in 
coverage  to  machines  covered  by  the  two  patent  applications 
transferred,  and  is  limited  in  duration  to  the  pendency ■ period 
of  such  applications.   The  major  error  in  such  conclusion  is  that 
in  order  to  reach  it,  the  Trial  Court,  faced  with  lariguage  clearly 
contrary  to  its  conclusion,  merely  disregarded  such  language, 
giving  it  no  force  or  effect. 

As  stated  in  SMS ' s  main  brief  at  page  29,  it 

is  well  established  that  an  instrument  must  be  construed  , 

according  to  all  of  the  terms  employed  and  that  the  court  is  not 

at  liberty  to  aisregard  words  used  by  the  parties  or  to  insert 

terms  not  employed  by  the  parties.  'More  specifically,  this 

Court,  in  the  case  of  General  Casualty  Co.  of  America  v.  Azteca 

Films,  Inc.,   278  F.2d  161  (9th  Cir.,  1960)  held  that,  in 

0 

interpreting  an  unambiguous  and  clearly  stated  agreement, 
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"...where  a  written  agreement  attempts 
to  cover  all  relationships  of  the  con- 
tracting parties,  interpretation  to  be 
given  the  contract  is  determined,  as  a 
matter  of  law,  solely  from  the  instrument 
itself,  if  possible,  without  making  any 
part  of  the  instrument  nugatory,  or 
without  reacning  an  absurdity,  and  the 
appellate  court  is  free  to  adopt  its  own 
construction." 

With  these  established  legal  principles  in  mind, 

turn  to  the  first  example  of  the  fallacies  of  the  Trial 

urt's  conclusions  and  of  Meyer's  arguments  attempting  to 

stain  such  conclusions;  the  "whereas  clause"  of  the  Patent 

ansfer  Agreement.  The  "whereas  clause"  provides: 

Whereas. . .are  the  inventors  of  a  machine, 
hereinafter  called  a  "bottle  inspection 
machine",  which  is  used  to  detect  and 
reject  bottles  coming  from  a  bottle  washer 
which  have  not  been  properly  washed  or 
V7hich  contain  foreign  matter,  for  which 
invention  tvjo  applications  for  Letters 
Patent  have  been  filed...    (Emphasis 
added) 

It  is  Meyer's  contention,  and  the  Court's 

^elusion,  that  this  clause  defines  the  subject  matter  of  the 

:ent  Transfer  Agreement  as  including  only  machines 'described" 

the  patent  applications  filed.  Meyer  states  at  page  19  of 

5  Answering  Brief  that  it  is  hard  to  imagine  a  better  way 

defining  an  invention  which  is  the  subject  of  a  sale  than 

tie  it  to  the  description  of  the  invention  contained  in 

:ent  applications.   It  is  first  submitted  that  such  a  "tie- 

ciefinition  is  probably  the  least  acceptable  of  all  possible 

^s  of  defining  the  subject  of  the  transfer.   Portions  of 

fclly  every  patent  application,  including  those  transferred, 

-Scribe"  things  that  are  admittedly  old.   Thus,  one  must  look 
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to  the  claims  submitted.   But  which  claims?  Those  first 
presented  or  those  added  during  prosecution  of  the  application? 
If  this  definition  is  to  be  accepted,  it  is  probable  that  the 
subject  matter  of  the  Patent  Transfer  Agreement  would  be  one 
thing  before  an  Office  Action  issues  and  another  after  a 
responsive  amendment,  a  clearly  unacceptable  situation.   (Ex.  42) 
More  importantly  however,  the  "whereas  clause"  itself  describes 
a  bottle  inspection  machine  as  one  "which  is  used  to  detect  and 
reject  bottles  coming  from  a  bottle  washer  which  have  not  been 
properly  washed  or  which  contain  foreign  matter",  a  phrase 
stripped  of  its  plain  meaning  by  the  construction  of  the  "Whereas 
clause"  argued  for  by  Meyer,  a  result  to  be  avoided  if  an 
otherwise  reasonable  interpretation  may  be  given  the  clause  in 
question.   Furthermore,  it  will  be  noted  that  the  foregoing 
definition  is  immediately  followed  by  the  words  "for  which 
invention  two  applications .. .have  been  filed....",  words  clearly 
identifying  the  preceding  phrase  as  the  definitive  phrase. 
(Emphasis  added)   It  is  submitted,  that  the  only  reasonable 
construction  to  be  given  the  clause  in  question  is  that,  if  the 
"Whereas  clause"  defines  the  subject  matter  of  the  agreement, 
such  definition  is  found  in  the  phrase  "which  is  used  to  detect 
and  reject  bottles  coming  from  a  bottle  washer  which  have  not 
been  properly  washed  or  which  contain  foreign  matter,". 

*"     Turning  now  to  Article  XIV  itself,  it  is  SME's 
contention  that  the  phrase  "enter  into  competition  with"  must  of 
necessity  encompass  within  its  meaning  more  than  that  which  is 
described"  in  the  transferred  applications.   Such  is  clearly 
shown  by  the  operation  of  Article  V.  3. giving  Meyer  the  . 
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exclusive  right  to  manufacture  the  "bottle  inspecting  machines". 
And  finally,  with  respect  to  the  phrase  in  Article  XIV,  "for 
the  life  of  this  agreement",  since  Article  XIV  contains  no 
time  limiting  language  as  do  other  clauses  such  as  Article  V.A., 
it  seems  clear  beyond  all  argument  that  the  life  of  the  agreement, 
as  defined  by  Article  XIII,  necessarily  applies  with  full  force 
and  effect  to  Article  XIV.   If  it  were  the  intention  of  the 
parties  to  the  Patent  Transfer  Agreement  that  the  operative 
effect  of  Article  XIV  be  limited  to  the  pendency  period  of  the 
transferred  applications,  why  does  the  agreement  not  so  state? 
The  Trial  Court  could  not  and  did  not  answer  this  question  as 
blandly  as  Meyer  would  by  stating  that  "It  made  more  sense  to 
tie  the  pendency  of  Article  XIV  to  the  life  of  the  Agreement 
than  to  the  period  prior  to  the  issuance  of  patents."   Instead, 
obviously  greatly  troubled  by  the  plain  language  of  Articles 
XIV,  XIII  and  V,  the  Trial  Court,  relying  solely  on  the  "four 
corners"  of  the  Patent  Transfer  Agreement,  could  do  no  more  than 
declare  Article  V.  B.  a  "redundancy"  and  relegate  Article  XIII 
to  mere  "surplusage",  thereby  completely  disregarding  the  words 
of  the  parties  in  the  agreement  and,  in  substance,  inserting  words 
not  used. 

Obviously  troubled  with  the  prospect  of  eliminating 
the  parties  language  from  the  agreement  and  adding  terms  of  its 
own,  thevTrial  Court,  and  now  Meyer,  states  that  such  "redundancy" 
and  surplusage"  v;as  the  result  of  inartistic  or  untidy 
draftsmanship.   (Finding  of  Fact  No.  15,  R.  1823-1824).   It  is 
indeed  difficult  to  understand  how  one  could  reach  such  a 
conclusion  from  a  review  of  the  agreement  itself.   In  a  meager 
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effort  to   support  this  conclusion,  Meyer  now  strenuously  argues 
at  pages  5,  IS,  21  of  its  Answering  Brief  that  the  alleged 
"redundancy"  and  "surplusage"  was  the  result  of  the  poor  and 
untidy  draftsmanship  by  a  group  of  approximately  25  people 
including  the  parties  and  their  attorneys.   This  Court  will  no 
doubt  take  notice  of  the  statistical  probability  that  of  a  random 
sampling  of  any  25  people  there  aiB  bound  to  be  at  least  two 
"nit-pickers"  that  would  no  doubt  catch  such  "untidy"  draftsmanship, 
if  that  it  be. 

In  brief  summary,  it  is  SME's  contention  that  the 
Patent  Transfer  Agreement  speaks  for  itself.   The  incomplete 
evidence  brought  before  this  Court  in  attempted  support  of  the 
Trial  Court's  erroneous  conclusions  as  to  the  meaning  of  Article 
XIV  is  completely  irrelevant  in  viev;  of  Conclusion  of  Law  No.  18. 
The  plain  language  of  Article  XIV  can  reasonably  lead  one  to 
no  other  conclusion  than  that  IDC  was  prevented  from  competing 
with  Meyer  in  the  sale  of  machines  for  inspecting  empty  bottles 
for  the  presence  of  foreign  particles  for  a  period  of  approximately 
22  years. 

B.   The  Rules  of  the  Cases  Heretofore  Cited  By  SME 
Control  the  Instant  Controversy. 

Meyer's  first  line  of  defense  is  stated  as  that  it 
could  not  have  been  guilty  of  patent  misuse  because:   1.  The 
Patent  Transfer  Agreement  dealt  with. applications  rather  than 
patents;  and,  2.  Meyer  has  in  no  way  "used"  the  '640  patent  by 
^ay  of  licensing  or  some  other  vehicle  of  use.   Turning  first 
t>o  the  latter  proposition,  it  is  well  established  that  there 
need  be  no  "use" of  a  patent  in  the  sense  that  Meyer  would  require 
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in  order  to  invoke  the  doctrine  of  patent  misuse;  the  "misuse" 
referred  to  ripens  the  instant  the  legally  assertabie  patent 
monopoly  is  expanded  beyond  its  lawful  limits.   It  is  the 
necessity  for  restricting  the  patent  monopoly  to  the  statutory 
grant,  irrespective  of  the  method  employed  in  an  attempted 
expansion,  that  forms  the  foundation  for  the  invocation  of  the 
doctrine  of  patent  misuse.   National  Lock  Washer  Co.  v.  George  K. 
Garett  Co.,  137  F.2d  255  (3d  Cir.,  1943).   Thus,  it  makes  no 
difference  whether  Meyer  has  heretofore  licensed,  enforced  or 
otherwise  "used"  the  '640  patent.   It  is  the  monopoly-expanding 
tendency  of  Article  XIV,  in  Meyer's  hands,  to  restrain  potential 
competition  from  other  n on -in fringing  empty  bottle  inspection 
machines  that  brings  it  into  conflict  with  established  public 
policy.   Park-In-Theatres  v.  Paramount-Richards  Theatres,  90 
F.  Supp.  730  (D.  Del.  1950). 

As  a  second  line  of  defense,  Meyer  cites  a  line 
of  cases  at  p.  25  of  its  Answering  Brief,  not  in  point  with  the 
instant  controversy,  in  its  attempt  to  justify  the  existence 
of  the  non-compete  clause,  Article  XIV,  by  dem^onstrating  that  it 
came  into  being  pursuant  to  the  sale  of  an  asset  of  a  business. 
There  are  two  major  fallacies  with  this  argument.   First,  even 
conceding  that  the  two  patent  applications  transferred  constituted 
a  substantial  asset  of  IDC,  the  fact  remains  that  the  Patent 
Transfer^ Agreement  commemorates  the  passage  of  title  of  patent 
rights  from  one  party  to  another.   It  was  long  ago  held  in  the 
Motion  Picture  cases  (243  U.S.  502  (1917))  that  there  is  a 
distinct  line  to  be  drawn  in  evaluating  the  legality  of  general 
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contract  transactions  and  evaluating  the  legality  of  transactions 
involving  patent  rights.   In  the  former  case,  the  legality  of 
such  transactions  are,  of  course,  governed  by  the  general  law. 
However,  in  the  latter  case,  in  view  of  the  grave  public  policy 
affecting  patent  rights,  the  extent  of  a  patent  holder's  right 
to  protect  his  invention  is  defined  and  limited  to  the  protection 
afforded  by  the  patent  laws.   Secondly,  irrespective  of  the 
manner  of  acquisition  of  patent  rights,  the  cases  have  established 
that  the  law  will  not  condone,  by  contract,  or  otherwise,  the 
expansion  of  the  patent  monopoly  beyond  the  allowable  statutory 
limits. 

As  its  third  line  of  defense,  Meyer  contends  that 
the  cases  cited  by  SME,  and  the  case  of  McCu Hough  v.  Kammerer 
Corp.  decided  by  this  Court  in  particular,  do  not  support  the 
proposition  that  Meyer  has  misused  the  '640  patent  in  the  manner 
contended  by  SME.  At  page  27  of  its  Answering  Brief,  Meyer 
gives  its  reasons  for  such  contention  as:   first,  the  cases  cited 
involve  issued  patents  rather  than  patent  applications;  second, 
they  involve  licensing  agreements  or  distributorship  contracts 
rather  than  an  outright  sale  of  a  patent;  third,  they  primarily 
involved  restrictions  imposed  by  the  licensor  of  the  patent 
as  a  condition  of  using  his  patent  rather  than  by  the  licensee; 
and  finally,  the  restrictions  involve  products  other  than  those 
covered  by  the  patent  rather  than  the  very  product  covered  by 
the  patent  applications. 

With  respect  to  the  first  of  Meyer's  contentions, 
^t  appears  that  if  Meyer  had  acquired  the  issued  '640  patent 
pursuant  to  the  Patent  Transfer  Agreement,  Meyer  would  accept 


:he  applicability  of  the  cited  cases  to  a  question  of  patent 
lisuse  arising  therefrom.   The  absurdity  of  this  distinction  is 
videnC  in  that  Meyer  would  now  ask  this  Court  to  condone  in 
.he  transfer  of  a  patent  application  that  which  it  would  not 
:ondone  in  the  transfer  of  a  patent.  In  other  words,  Meyer  would 
lOW  have  this  Court  adopt  the  absurd  position  that  while  restrictive 
;ovenants  of  the  type  here  concerned  amount  to  an  illegal 
ixpansion  of  the  monopoly  granted  pursuant  to  an  issued  patent, 
m  expansion  of  that  patent  monopoly  to  an  even  broader  extent 
:o  include  the  pendency  period  of  a  patent  application  is  to  be 
londoned.   It  seems  clear  beyond  all  argument  that  the  same 
)ractice  that  is  struck  down  when  coupled  with  an  issued  patent 
:annot  be  allowed  to  stand  when  that  practice  is  coupled  vjfith 
lothing  more  than  an  inchoate  patent  right,  a  right  which  has 
lot  yet  even  gained  the  protection  afforded  by  the  statutory 
)atent  laws. 

Turning  to  Meyer's  second  contention,  it  appears 
:hat  if  the  Patent  Transfer  Agreement  had  encompassed  only  a 
License  of  the  '640  patent  rights,  the  cases  decided  by  this 
-ourt  would  be  directly  applicable.   In  its  main  brief,  SME 
las  clearly  demonstrated  that  there  is  no  recognisable  legal 
iifference  between  the  transaction  encompassed  within  the 
?atent  Transfer  Agreement  and  an  exclusive  license  of  the 
patent  applications. 

As  to  Meyer's  third  proposition,  from  the  language 
thereof  it  appears  that  Meyer  argues  that  while  restrictions 
imposed  by  a  grc/.tor  may  not  be  condoned,  in  some  way  the 
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underlying  public  policy  is  not  offended  if  the  grantee  looses 
the  same  restrictions  on  the  grantor.   The  baselessness  of  this 
position  is  manifest.  As   stated  at  pages  47-49  of  SI-E's  main 
brief,  anti-competitive  restrictions  on  the  grantor  have  the 
same  or  worse  prejudice  to  the  public  as  restrictions  on  the 
grantee.   In  terms  of  the  objectives  of  the  patent  lav7S  of 
advancing  technological  development,  if  the  grantor,  the 
source  of  inventive  contribution,  is  removed  from  the  competitive 
arena,  the  effect  on  the  public  is  even  worse  than  where  the 
grantee  is  restricted.   Vfaere  restrictions  are  imposed  by  the 
-rantee  on  the  grantor,  no  one  benefits  except  the  grantee. 
[t  is  submitted  that  whether  the  cases  cited  strike  down 
restrictions  imposed  by  the  grantee  or  grantor  of  patent  rights  is 
relatively  immaterial;  in  either  case,  the  evil  sought  to  be 
)revented  is  the  unlawful  expansion  of  the  patent  monopoly  at 
iie  expense  of  the  public's  entitlem.ent  to  free  competition. 

As   to  Meyer's  fourth  proposition,  whether  or 
;ot  the  restrictions  involved  in  the  Patent  Transfer  Agreement 
over  products  other  than  those  covered  by  the  transferred 
Pplications  is,  of  course,  a  question  to  be  decided  by  this 
ourt  upon  its  reading  of  the  face  of  the  instruments  in  question. 

At  page  27  of  Meyer's  brief,  Meyer  attempts  to 
istinguish  the  McCulloueh  v.  Kammerar  Coro .  case  on  the  ground 
hat  "The^ Court  gave  no  hint  that,  if _ the  licensor's  covenant 
ad  stood  alone,  there  would  have  been  finding  of  patent  misuse." 
^   course,  whether  this  Court  did  in  fact  give  that  hint  is  up 
^  this  Court  to  decide.   However,  in  view  of  the  following 
^nguage  quoted  from  the  McCullou^h  case  at  166  F.2d,  p.  762, 
•  appears  that  this  Court  did  indeed  give  a  very  strong  "hint" 


:hat  a  licensor's  covenpn-f-  ^r^---   --. 

coven.n.  no.  .o  con.pate  would  constitute  patent 

.isuse  under  the  circumstances  described  in  this  case: 
With  regard  to  the  lirpr^Q.^^' o 

with  the  licensee  to"ake;o'e'fe-?t'"!f 
i-j-i*-  i-j-cenbee  s  profit  bv  pv^r■.■n,^^r^^  ^^ 

co.%1Sit^rtutSs^^"fuS  a^'alel?^ 
EonoDolv  ext'='nqiri,-  i„  ^v    patent 
of  ^^,o  !,•„      ,  °  °y  '^^^   agreement 
fn  Sf  1"?9^°^  has  the  sail  prejudice 

or'  thi  Lte'is^l!.:^^  — -ictLs'agJ::.ent 
or  the  reasons  stated  hereinbefore,  and  .ore  exhaustively  set 
.rth  in  SM..S  main  brief,  it  is  contended  that  the  McCullough 
-e  sets  forth  legal  principles  directly  applicableT;;r~ 
.stant  case  establishing  Meyer^s  .isuse  of  the  '640  patent. 

Finally,  Keyer  relies  upon  the  argument  that  the 
:ree.ent  of  June  23,  1966  effectively  purged  any  .isuse  if 
3use  there  be.  .s  its  .ain  contention,  Heyer  states  at 
E^  29  Of  its  ..nswering  Brief  that  Article  XIV  was  ineffective 
-r  the  -640  patent  issued  because  the  patent  then  precluded 
-facturins  the  machine  covered  by  the  patents.  This  of 
^rse.  presupposes  the  erroneous  meaning  attributed  to 
■xcle  XIV  by  Meyer  and  adopted  by  the  Trial  Court.  Furthermore 

e^onstrated  in  SI^'s  .ain  brief,  Meyer  has  .ade  no  effort    ' 
d-sipat.  the  effects  of  a  seven  year  restriction.  Meyer^ 

-te.pted  to  show  that  Calhoun  and  Browning  have  continued 
^^nvent  new  devices,  including  several  for  the  inspection    ■ 

ies.  .he  ract  remains,  however,  as  found  by  the  Trial 
-.  neither  Calhoun  nor  Browning  nor  any  co.pany  with  which 
'  -e,  or  have  been,  associated  since  the  execution  of  the 
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Patent  Transfer  Agreement,  has  manufactured  or  sold  a  machine 
for  inspecting  empty  bottles  for  foreign  particles.   (Finding 
of  Fact  No.  20,  R.  1825)   Further,  all  improvements  in  such 
machines  and  other  inventions  made  by  Calhoun,  Browning  or  IDC,  Ltd 
relating  to  electronic  applications  in  the  bottle  inspecting 
industry  have  either  passed  directly  to  Meyer  royalty  free  or 
have  been  m.arketed  by  Meyer.   (Finding  of  Fact  No's.  21,  23,  24; 
R.  1325-1826;  R.  1827-1828)   During  the  same  period,  hov^^ever, 
Wyman,  un trammeled  by  the  restrictive  effects  of  the  Patent 
Transfer  Agreement,  has  developed  and  marketed  a  successful 
empty  bottle  inspection  machine. 

Summarizing  briefly,  the  cases  cited  by  SME  in 
its  main  brief  establish  the  proposition  that  the  expansion  of 
the  patent  monopoly  beyond  its  statutorily  defined  scope  is 
not  to  be  condoned  irrespective  of  the  means  employed,  More 
specifically,  where,  as  here,  an  agreement  is  made  pursuant  to 
the  transfer  of  patent  rights  whereby  the  inventor  of  the 
patent  in  question  is  removed  from  competition  with  the  grantee 
in  the  field  covered  by  the  patent,  such  agreement  goes  far 
beyond  the  scope  of  the  lawful  patent  monopoly.   For  these 
reasons,  the  extraction  of  Article  XIV  pursuant  to  the  transfer 
of  rights  in  the  '640  patent  renders  such  patent  unenforceable. 

II. 

THERE   IS  AMPLE   BASIS    IN "THE  RECORD  AND  LEGAL 
PRECEDENCE  FOR  DISTURBING-  THE  TRIAL  COURT'S  RULING  ON  FEES  AND 
COSTS. 

SME  has  heretofore   in   its  main  brief  exhaustively 
Set  forth  the   legal  bases  upon  which   its   request   for  attorney's 


aes  is  now  based.   To  reiterate  briefly,  it  is  SME ' s  contention 
hat  by  virtue  of  Meyer's  misuse  of  the  '640  patent;  its  fraud 
pon  the  Patent  Office  in  withholding  relevant  prior  art;  and 
ever' 5  prosecution  of  a  patent  containing  invalid  claims 
resented  more  than  one  year  after  a  prior  public  use  or  sal^, 
eyer  has  demonstrated  such  unfairness  and  bad  faith  that  it  is 
njust  that  SME  bear  the  burden  of  its  costs  of  litigation. 
A.      Meyer's  Fraud  on  the  Patent  Office 
Meyer  has  attempted  to  rebut  SME ' s  contentions  of 
raud  on  the  Patent  Office  in  its  withholding  of  relevant  prior 
rt  by  contending:   1)   That  the  Stoate  '229  patent  is  not 
slevant  because  it  does  not  include  teachings  of  "spatial 
ilteringV;  and,  2)  That  S^'iE  failed  to  prove  that  Meyer's  attorneys 
ere  convinced  of  the  relevance  of  such  prior  art. 

Turning  to  the  first  contention,  upon  review  of 
ME's  Answering  Brief  in  Case  No.  22592-A,  it  becomes  painfully 
bvious  that,  even  assuming  but  not  admitting  that  Stoate  '229  does 
3t  teach  "spatial  filtering",  the  '640  patent  neither  uses  nor 
ontemplates  any  such  term.   Again,  Meyer  has  done  nothing  more 
han  insert  issues  which  serve  only  to  obfuscate  the  true  issues 
£fore  this  Court.   Clearly,  if  neither  the  term  itself  nor  any 
2ference  to  "spatial  filtering"  is  to  be  found  in  the  '640 
atent,  whether  or  not  Stoate  '229  teaches  "spatial  filtering" 
•T  addition  to  the  concept  of  a  centered  optical  system  is 
^relevant  to  the  question  of  whether  or  not  such  patent  is 
nticipatory  prior  art  with  respect  to  the  '640  patent.  The 
rial  Court  specifically  found  that  the  Stoate  '229  patent  was 
elevant  to  and  anticipated  the  claims  of  the  '640  patent. 
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(Finding  of  Fact  No's.  11,  15  (a),  R.  1942,  1944)   Yet  .  .,  _- 
contends,  at  p.  45  of  its  Answering  Brief,  that  since  it  was 
not  cited  by  the  Patent  Examiner,  Stoate  '229  was  not  pertinent. 
The  untenable  position  reached  in  the  logical  extension  of  such 
£  contention  is  that  no  prior  art  could  be  relevant  unless 
cited  by  the  Applicant  or  an  Examiner  during  prosecution. 

Turning  to  Meyer's  second  contention,  the  question  of 
whether  or  not  Meyer's  Los  Angeles  attorneys  were  convinced  of 
the  relevance  of  the  Stoate  '229  patent  is  irrelevant  to  the 
issue  of  fraud.   As  stated  at  page  43  of  Meyer's  Answering 
Brief,  "...,  the  Stoate  patent  in  question  came  to  the  attention 
of  Meyer's  Milwaukee  patent  attorneys  who  were ■ in  charge  of 
prosecuting  the  British  patent  application,..."  It  is  Sl-G's 
contention  that  in  failing  to  find  that  Meyer  had  perpetrated  a 
fr.  .  on  the  Patent  Office,  the  Trial  Court  erroneously  relied 
upon  the  statement" of  the  Los  Angeles  attorneys'  representing 
Meyer  at  trial,  that  they  were  not  convinced  of  the  relevance 
of  the  Stoate  '229  patent,    a  statement  wholly  irrelevant 
to  the  question  of  whether  Meyer  itself  V7as  aware  of  the  patent, 
rhe  question  of  Meyer's  fraud  on  the  Patent  Office  centers 
ground  Meyer ' s  knowledge  of  the  Stoate  ' 229  patent  and  not  on 
the  knowledge  of  the  attorneys  prosecuting  the  United  States 
application,  i.e.,  the  application  for  the  '640  patent.   By 
yieyer's  own  admission,  Meyer  was  av^are  of  the  existence  of  the 
229  patent.   The  Trial  Court  considered  it  relevant  to  the 
teachings  of  the  '640  patent.   Thus,  there  is  ample  evidence 
3eiore  the  Trial  Court  that  would  sustain  the  conclusion  that 
il2Z££.  had  practiced  a  fraud  on  the  Patent  Office  by  not  citing 
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,rbrinsins  to   its  attention   the   Stoate    '229   patent.      Yet      instead 
,f  turnxBS  to   such  evidence,    the  T.i^l   Court  relied  upon   the 

.rrelevant  non-evidentiarv   q^o<-£,-,,^^._ 

ncxary  s...e...eat   or   one   of  Meyer's  attorneys 

5  the  sole   support   for   its   conclusion.      It   is   this  error 
oobined  «ith  the  evidence  before   the  Trial  Court,    upon  which 
HE  bases  its  contention   that   the  Trial  Courtis  findings  were 
learly  erroneous.      SLE  has  no  burden  whatsoever  to  prove  that 
oyer's  attorneys  were  convinced  of  the  relevance  of  the  teachings 
:  the  Stoate    '229  patent. 

Turning  to  Meyer's  misrepresentation  of  the 
«ercial  success  of  machines  corresponding  to  the  claims  of  the 
otinuation  application,    s^E  apologizes  for  its  perhaps   ov^r- 
^pUfying  use  of  the  word   "stipulation"  in  reference  to  the 
sence  .o_=  controversy  over  the  number  of  bottling  plants   to 
ich  Meyer  could  have  sold  its  machines.      (SHE  Main  Brief     p     79) 
=  P^te  Meyer's  objection   to   the  use  of  the  word,    the  record 

-srly  demonstrates   t^at  ^h^-^c.  r.^r.  ^^ 

L..ot   .here  was  no  dispute  over  the   figures 

inselves.     Despite   the   fio-ur-s  \^--^f-^A     vv 

fci  -lour^s   seated,    Meyer  now  blandly  ooints 
the  Trial  rnn--hf-^   .c-     ■,.  ^ 

^^        ^=1  Cou..  .   ..ndxns  of  com.-.ercial  success   in  justification 

-  statement  without  any  attempt   to  relate   that   finding   to 
■  -  the  time  element  involved  or  the  basis   for  such  alleged 
="^-     l;  surely  cannot  be  said  that   such  off-hand  attempts 
3"^stantiation  will  now  rectify  the  adverse  effect  of  the 
representation. 


V 


^'     MteJPresented   Clp.in-,^ 

■IJ,        """  °^  "^'   ''^  ^^'^"'  '°  «hich,the  invention 
"y  the  claims   firs+-   nr-^Qr^r^r-^^   ^ 

i:i-s.   ^urc^enced  during  prosecution   of  the 


:ontinuation  application  differs  from  that  invention  defined  by 
;he  fourteen  allowed  claims  of  the  parent  application.   Yet 
/eyer  has  directed  no  part  of  its  Answering  Brief  to  a  rebuttal  of 
:he  facts  presented.   Instead,  it  has  chosen  to  rely  upon  (1) 
3>E's  failure  to  submit  findings  of  fact  directed  to  the  issue 
df   late  presented  claims  to  the  Trial  Court;  (2)  a  misinter- 
pretation of  the  case  of  Muncie  Gear  Works  v.  Outboard  Marine  and 
;lf;T.  Corp.,  315  U.S.  759,  62  S.  Ct.  865  (1942);  and  (3)  the 
fallacious  reasoning  that  the  "omnibus",  or  catch-all,  claim  No. 
15  filed  with  the  parent  application  ties  the  invention  claimed 
in  the  continuation  application  to  the  original  disclosure  of  the 
parent  application. 

Turning  to  the  first  of  Meyer's  propositions,  v;hile 
the  Trial  Court  had  before  it  all  of  the  evidence  and  "vigorous" 
arguments  by  both  parties,  it  expressly  declined  to  consider  the 
issue  of  late  presented  claims.   In  view  of  the  Trial  Court's 
explicit  language,  and  the  duties  of  accurate  reflection  imposed 
on  counsel  directed  to  prepare  findings  of  fact  and  conclusions 
of  law,  it  v;ould  have  been  futile,  if  not  improper,  for  Sr-IE  to 
present  detailed  findings  and  conclusions  on  the  issues  of 
Meyer's  late  claiming.   (Tr .  2612-2613;  R.  1866-1867) 

As  to  Meyer's  second  proposition,  it  appears  that 
Meyer  interprets  the  Muncie  Gear  case,  and  cases  following  it, 
as  being  ^limited  to  the  negatively  stated  rule  that  if  the 
cescription  portion  of  a  specification  and  the  drawings  remain 
unchanged,  later  added  claims  are  valid  irrespective  of  the 
essence  or  breadth  of  the  late  claims.   It  is  subm.itted  that 
Such  an  interpretation  is  wholly  erroneous;  the  clear  inquiry 
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demanded  by  the  Muncie  Gear  case  and  cases  following  is  V7hether 
or  not  the  essence  or  focal  point  of  the  invention  defined  by  the 
late  clairas  may  be  fully  deduced  from  the  earlier  disclosure 
taken  as  a  whole-description,  drawings  and  claims.   It  is  not 
enough  that  the  description  and  the  drawings  remain  unchanged 
from  the  original  disclosure;  if  the  late  claims  define  an 
invention  not  fully  disclosed  by  the  earlier  filing,  the  late 
claims  may  not  be  accorded  the  earlier  filing  date.   Pursche  v. 
■Atlas  Scraper  and  Sn-ineering  Co.,  300  F.2d  467  (9th  Cir.,  1961); 
Chicopee  Mfg.  Corp.  v.  Kendall  Co.,  228  F.2d  719  (4th  Cir.,  1961). 

Finally,  Meyer  attempts  to  remove  itself  from  the 
operation  of  the  Muncie  Gear  doctrine  by  contending  that  by 
virtue  of  the  unchanged  description  and  drawings,  and  the 
"omnibus"  claim  No.  15,  the  scope  of  the  invention  stated  in  the 
parent  application  "...  extended  to  and  included  the  matter 
covered  in..."  the  continuation  application.   (Pursche  v.  Atlas 
Scraper  and  Engineering  Co.,  300  F.2d  at  477)   Much  has  been 
written  about  the  substantive  effect  of  "omnibus"  claims  such  as 
that  quoted  at  p.  55  of  Meyer's  Answering  Brief  --  but  not  in 
recent  years.   It  is  now  clearly  established  that  they  are 
non-statutory  claims  which  fail  to  particularly  point  out  any 
asserted  invention  and  may  be  cancelled  unilaterally  by  an 
Examiner's  amendment  pursuant  to  35  U.S.C.  §112.   Manual  of  Patent 
Examining  Procedure,  §706.03  (h) .   More  specifically,  in  response 
to  the  question  "Does  a  claim  such  as  'the  invention  substantially 
shown  and  described'  protect  against  the  late-claiming  problem?", 
^ir.  William  E.  Schuyler,  Jr.,  an  emminent  patent  law  practitioner 
and  then  Chairman -Elect,  Patent,  Trademark  and  Copyright  Section, 
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American  Bar  Association,    stated:       ...it   is   my  ox^   opinion 
that  an  omnibus   claim  of   the   type  mentioned  would  not  help   in 
the  late-claiming   problem."     The  Art   of  Drafting  Patent   Claims, 
p.  46   (Practising  Law  Institute,    1956,    edited  by  J.    G.    Jackson, 
;}.  M.  Morris)      In   short,    the   "omnibus"  claim  adds  absolutely 
nothing  to  either  the  scope  or  breadth  of  an  asserted 
invention  defined  by  other  disclosed   claims  and   is   an 
unacceptable  method   of  claiming.      Yet,    astonishing  as   it  may 
seem,   Meyer   is  now  contending   that   the   omnibus   claim  No.    15 
Diovides  an  otherwise  absent  antecedent   support   for   the  greatly 
expanded  and  newly   inventive   claims   added   during   prosecution   of 
:he  continuation  application. 

For   the   reasons   stated   in   its  main  brief,    and   in 
/iew  of  the  cases  cited  therein,    it  is   submitted   that  Meyer's 
reliance  on  the  knowingly   late   presented  claims  of  the    '640   pa^nt 
imount  to  such  bad  faith  as   to  warrant  an  award  of  attorney's 
iees  to  SME. 

III. 

Conclusion 
The  Trial  Court  interpreted  the  Patent  Transfer 
Agreement  from  its  "four  corners"  without  regard  to  any 
extraneous  evidence.   Whether  or  not  the  Trial  Court  correctly 
•nterpreted  the  agreement  is  purely  a  question  of  law  neither 
equirin^  nor  admitting  of  the  presentation  of  irrelevant 
xtraneous  evidence  to  this  Court..  In  view  of  all  of  the 
xpress  language  used  by  the  parties  to  the  Patent  Transfer 
Agreement,  Article  XIV  can  only  have  the  plain  meaning  herein 
■ontended  for  by  SME.   To  the  extent  that  purported  findings  of 
•^^t  state  the  opposite  conclusion,  there  are  clearly  erroneous 


iS  a  matter  of  iav7.   In  view  of  the  plain  meaning  of  Article  XIV 
c;s 'a  boiler  plate  non-competitive  clause,  and  the  cases  cited  in 
Sv^'s  main  brief,  as  a  matter  of  law  Meyer  has  misused  the  '640 
patent  without  benefit  of  a  redeeming  purge  of  the  effects  of  the 
aisuse.  Having  this  proceeded  in  bad  faith  upon  patent  rights 
fraudulently  obtained  and  invalid  from  their  inception,  Keyer 
should  be  made  to  bear  the  burden  of  this  expensive  litigation; 
2  burden  which  may_  be  imposed  with  equal  facility  by  this  Court 
or  tae   court  below  on  rem.and,of  the  proceedings. 

Respectfully  submitted, 
.SPENSLEY,  HORN  AND  JU3AS 


By:   X2rrtin  R.  Horn 
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I.   INTRODUCTION 

This  case  involves  the  alleged  infringement  of  U.  S.  Pat- 
nt  No.  3,133,640  owned  by  the  defendant-appellant. 

The  statement  of  facts  which  follows  are  presented  in 
everal  parts.   In  parts  A,  B  and  C  there  is  set  forth  a  state- 
,ent  of  facts.   Following  this  there  is  a  section  D  entitled 
acts  Which  Are  Controverted  by  the  plaintiff-appellee  (or  which 
ere  presented  by  the  appellant  but  not  supported  by  the  record). 
mphasis  will  be  placed  in  presenting  evidence  which  supports  the 
rial  court's  Findings  of  Fact  and  Conclusions  of  Law  relating 
0  the  issues  of  validity  and  infringement  since  the  appellant's 
rief  does  not  discuss  the  evidence  on  both  sides  where  it  dis- 
grees  with  the  Court's  findings. 
II.   STATEMENT  OF  THE  CASE 

A.   Facts  Relating  To  How  Present  Suit  Came  Into  Being 

The  plaintiff,  San  Marino  Electronic  Corporation  is  a 
mall  California  corporation  having  its  principal  place  of 
usiness  in  El  Segundo,  California.   Plaintiff's  corporation  was 
rganized  in  late  1962  to  manufacture  and  sell  an  empty  bottle 
nspection  machine  which  was  first  placed  on  the  market  in 
arly  1963.   The  first  of  such  machines  was  designated  as 
odel  303.   Just  prior  to  the  trial  in  January,  1967,  plaintiff 
egan  the  manufacture  and  sale  of  another  empty  bottle  inspecticn 
achine  designated  as  the  Slimlite.   During  the  trial  it  was 
tipulated  that  the  optical  and  electrical  design  in  the  Slim- 
Lte  machine  was  sufficiently  similar  to  the  Model  303  machine  and 
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that  the  question  of  infringement  of  both  machines  could  be 
determined  solely  by  reference  to  the  Model  303  machine.   To 
date  these  are  the  only  products  of  the  plaintiff-appellee. 
[n  May,  1964,  the  patent  in  suit  issued  to  defendant-appellant 
and  in  August,  1964,  appellant  placed  plaintiff  and  its  then 
principal  customer  Crown  Cork  6c  Seal  Company  on  Notice  of 
[nfringement  of  the  patent.   In  October,  1964,  plaintiff - 
appellee  brought  the  present  suit  for  declaratory  relief  and  the 
appellant  counterclaimed  for  patent  infringement. 

In  September,  1967  pursuant  to  a  request  by  the  trial 
:ourt  the  parties  agreed  to  separate  plaintiff's  claim  of  patent 
lisuse  for  trial  from  the  issues  of  infringement  and  validity 
:or  purposes  of  trial. 

The  patent  misuse  trial  occurred  in  September,  1967  and 
'esulted  in  a  finding  on  this  issue  for  the  defendant. 

In  January,  1967  trial  was  held  on  the  issue  of  infringe- 
lent  and  validity  of  the  patent  in  suit.   The  patent  in  suit 
ncludes  24  claims.   Prior  to  the  trial  the  parties  agreed  to 
ithdraw  Claims  1-6  from  issue.   During  the  trial  counsel  for 

efendant  stated  that  a  formal  disclaimer  of  Claim  16  of  the 

I 

1 

atent  in  suit  had  been  filed  with  the  United  States  Patent 
ffice.   Thus,  only  Claims  7-15  and  17-24  were  litigated.   The 
rial  court  found  each  of  Claims  7-15  and  17-24  not  infringed  and 
nvalid  by  its  order  of  judgment  of  October  10,  1967  (R.  1938 
hrough  R.  1958). 

Defendant  filed  a  notice  of  appeal  on  November  6,  1967 
rem  the  Court's  finding  of  non-infringement  and  invalidity  and 
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0  granting  to  plaintiff  of  its  costs  and  the  infringement  and 
alidity  portion  of  the  trial.   In  November,  1967  plaintiff 
tross  appealed  from  the  trial  court's  failure  to  find  patent 
Lsuse,  the  award  of  costs  to  the  defendant  as  to  the  misuse 
Drtion  of  the  trial,  and  the  failure  of  the  Court  to  award 
Laintiff  its  attorney's  fees. 

The  appellant  George  J.  Meyer  Manufacturing  Company  is  a 
Lsconsin  corporation  having  its  principal  place  of  business  in 
Llwaukee,  Wisconsin,  but  it  also  has  other  places  of  business 

1  other  cities  of  the  United  States  and  abroad  as  well  as  in 

)S  Angeles  county.   Defendant  was  organized  in  1904  and  does  an 
mual  business  of  approximately  $35,000,000.00.   Appellant 
mufactures  an  entire  line  of  bottle  handling  equipment  used  by 
)ft  drink,  beer  and  milk  bottling  companies.   Among  the  equip- 
mt  manufactured  and  sold  by  the  appellant  are  washing  machines, 
leasing  machines,  bottle  sorting  machines,  labeling  machines 
id  empty  bottle  inspection  machines.   Appellant's  empty  bottle 
ispection  machine  designated  Mark  IV  has  been  marked  by  it 

^nce  late  1959.   Prior  to  that  time,  the  appellant  did  not  have 

j 

I  empty  bottle  inspection  machine  in  its  line.   In  1959,  a 

lall  company  called  Industrial  Dynamics  Corporation  was  manu- 

icturing  and  selling  the  Mark  IV  machine  which  it  had  itself 

sveloped.   In  September,  1959,  appellant  had  transferred  to  it 

■ghts  under  the  only  two  patent  applications  of  Industrial 

'namics  Corporation  relating  to  empty  bottle  inspection  machines 

i 

Jie  of  those  patent  applications  was  the  parent  patent  appli- 

:  tion  upon  which  a  continuation  patent  application  Serial  No. 
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0753  was  based  (Ex.  41).   This  continuation  patent  application 
tiich  was  filed  in  October,  1960  resulted  in  the  issuance  of 
'n.e   patent  in  suit  in  May,  1964. 

Commencing  in  early  1958  Industrial  Dynamics  Corporation 
2signated  the  Mark  II  machine.   This  machine  was  made  sub- 
::antially  in  accordance  with  the  teachings  of  the  patent  in 
lit.  (Tr.  475)   In  1959  prior  to  the  transfer  of  the  tv/o  patent 
jplications  by  Industrial  Dynamics  Corporation  to  the  defendant, 
idustrial  Dynamics  Corporation  filed  a  patent  application  which 
^suited  in  the  issuance  of  patent  No.  3,081,666.   This  patent 
3  the  one  which  describes  the  Mark  IV  machine. 

The  alleged  invention  of  the  patent  in  suit  is  for  an 
Lectro-optical  system  together  with  associated  electronic 
Lrcuitry  for  use  in  commercial  bottling  plants  to  inspect 
apty  bottles,  to  determine  the  presence  of  dirt  in  such 
Dttles.   Machines  for  the  very  same  purpose  had  been  manu- 
ictured  and  used  in  various  bottling  plants  long  prior  to  1958. 

B.   Operation  Of  The  3,133,640  Machine 

The  patent  in  suit  discloses  an  empty  bottle  inspection 

ichine  which  automatically  will  remove  a  bottle  found  to  con- 

lin  dirt  from  a  bottle  conveyor  line.   The  machine  is  con- 

:ructed  so  as  to  be  initially  set  to  the  bottle  reject  position; 

lus ,  the  bottle  being  inspected  will  automatically  be  rejected 

iless  a  signal  is  produced  indicating  that  the  bottle  is  clean. 

lis  aspect  of  the  design  of  the  machine  described  in  the  patent 

X   suit  is  claimed  in  Claims  1-6  and  were  not  at  issue  at  the 

\ 

;ial  and  are  not  at  issue  in  this  appeal. 
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The  raeans  for  determining  the  presence  of  dirt  in  the  bottle 
sing  inspected  as  described  by  the  patent  in  suit  includes  an 
trrangement  of  a  light  bulb  directly  below  the  bottle  to  be 
ispected.   Above  the  bottle  is  disposed  a  rotating  cylinder 
aving  a  lens  and  a  reticle.   The  reticle  consists  of  a  disc 
aving  alternate  radial  and  opaque  and  transparent  areas  of 
5ual  size  and  configuration  so  that  50%   of  the  disc  is  rendered 
Daque  and  50%  of  the  disc  is  transparent  to  the  light  reaching 
le  reticle.   A  motor  and  appropriate  drive  means  are  provided 
D  rotate  the  cylinder  above  the  bottle  at  a  predetermined 
Dtational  speed.   Above  the  reticle  there  is  placed  a  photocell 
3  receive  the  light  passing  from  the  light  bulb  through  the 
Dttle  and  reticle  in  that  order.   The  photocell  receives 
ariations  in  the  light  signal  as  the  reticle  rotates  to  indi- 
3te  the  presence  of  a  dirt  particle  in  the  bottle.   These 
ariations  are  processed  by  the  electronic  circuitry  to  accept 
':  reject  the  bottle.   The  patent  specifically  states  (column 
\   lines  19-22): 


j       "The  general  concept  of  inspecting  bottles  by 
I       passing  a  light  therethrough  and  having  a 

photocell,, the  output  of  which  is  indicative  of 
j       the  state  of  cleanliness  of  the  bottle,  is  well 

known  and  has  been  used  extensively." 

|d  at  column  1,  lines  27-28  the  patent  specifically  states 
oiat  it  merely  constitutes, 

".  .  .an  improved  inspection  system  over  those 
presently  available." 
At  the  trial,  plaintiff  contended  that  its  patent  was  a 

i 

bsic  patent,  likening  it  to  the  Wright  brothers'  invention  of 
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:he  airplane  (Tr.  5). 

The  '640  patent  involves  two  basic  parts,  the  optical 
system  and  the  electronic  system.   The  optical  system  consists 
)f  the  following,   a  light  bulb  over  which  there  is  placed  a 
rotatable  cylinder.   Between  these  two  elements,  and  in  line 
herewith ,  is  what  may  be  designated  as  the  bottle  inspection 
:one.   The  bottle  is  positioned  between  the  light  bulb  and  the 
•otatable  cylinder.   The  axis  of  rotation  of  the  rotatable 
cylinder  is  in  line  with  that  of  the  bottle.   The  rotatable 
i.ylinder  has  a  reticle  fixed  therein  near  its  upper  end.   The 
eticle  is  a  disc  divided  into  fourteen  equally  spaced  pie 
haped  segments  alternatively  opaque  and  transparent  to  light. 
.  motor  and  drive  pulley  is  employed  to  rotate  the  cylinder 
hich  carries  the  reticle.   Directly  above  the  reticle  there  is 
ixed  a  photocell  to  receive  the  light  passing  from  the  bulb 
hrough  the  bottle  being  inspected  thence  through  the  reticle. 

The  electronic  system  consists  of  a  D.C.  amplifier  which 
eceives  a  signal  directly  from  the  output  of  the  photocell. 
he  output  signal  from  the  D.C.  amplifier  is  connected  both  to 
he  input  of  a  first  flip-flop  circuit  and  to  a  gating  circuit. 
he  first  flip-flop  circuit  is  in  turn  connected  to  a  reject 

ontrol  tube.   This  reject  control  tube  operates  a  solenoid 

i 

pich  mechanically  removes  a  bottle  containing  dirt  from  the 
line  of  bottles  being  inspected.   The  output  signal  from  the 
ating  circuit  is  connected  to  a  second  amplifier  which  is  an 
•C.  amplifier  turned  to  a  particular  frequency  whose  output 
p  in  turn  fed  to  a  detector  circuit,  the  output  signal  from 

-6- 


the  detector  circuit  is  connected  to  the  input  of  a  second 
flip-flop  circuit.   The  output  from  the  second  flip-flop  circuit 
is  connected  to  the  input  of  the  reject  control  tube  as  is  the 
output  from  the  first  flip-flop  circuit. 

The  rotatable  cylinder  is  rotated  by  a  motor  x^/hich  in  turn 
causes  a  rotation  of  the  reticle  housed  within  the  cylinder.   The 
total  amount  of  light  falling  on  the  photocell  in  the  absence 
of  a  particle  of  dirt  is  equal  to  half  the  amount  of  light  pass- 
ing through  the  bottom  of  the  bottle  and  the  lens.   This  is  so 
because  half  the  area  of  the  reticle  is  opaque  to  light  and 
half  transparent.   This  is  true  whether  the  reticle  is  rotating 
or  is  stationary.   The  electronic  system  may  be  viewed  as 
including  two  sub-systems,  a  D.C.  sub-system  and  an  A.C.  sub- 
system.  If  the  total  amount  of  light  reaching  the  photocell  is 
less  than  a  predetermined  level  indicated  by  the  D.C.  acceptance 
level  line,  the  D.C.  system  will  retain  the  presumption  and, 
therefore,  the  bottle  will  be  rejected.   This  D.C.  rejection  may 

I 

be  caused  by  a  "large  object"  in  the  bottle,  a  cap  being  situated 
pn  the  crown  of  the  bottle,  a  very  dark  bottle,  a  faulty  bulb 
pr  the  like. 

The  A.C.  system  is  necessary  to  detect  the  presence  of 
a  "small  dirt  particle",  even  though  the  D.C.  signal  level  is  not 
Appreciably  reduced  by  the  presence  of  the 'small  particle.   If  a 
>mall  particle  of  dirt  is  present  in  the  bottom  of  the  bottle  the 
'Jmount  of  light  reaching  the  photocell  will  vary  repetitively  as 
;he  image  of  the  foreign  particle  will  intermittently  coincide 
|ith  the  opaque  and  transparent  sectors  of  the  reticle.   Less 
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light  will  pass  through  the  reticle  to  the  photocell  repetitively 
as  the  particle  alternatively  appears  and  disappears  in  the 
transparent  and  opaque  sectors.   These  repetitive  signals  are  fed 
into  the  tuned  amplifier  (after  first  having  gone  through  the 
D.C.  amplifier  and  gating  circuitry)  and  results  in  an  A.C. 
signal  which  causes  rejection  of  the  bottle.   The  A.C.  signal 
is  produced  as  explained  hereinbefore  by  the  repetitve  signal 
from  a  small  particle  being  scanned  by  the  multi-spoke  reticle 
thus  producing  an  A.C.  signal  of  a  particular  frequency.   (See 
column  4,  line  56-60  of  the  patent.)   The  particular  frequency 
>7hich  is  given  by  v?ay  of  an  example  on  the  patent  is  1,099 
cycles  per  second  (rather  than  1,199  as  is  mistakably  set  forth 
|Ln  the  Brief  of  the  appellant,  page  60).   The  1,099  cycles  per 
second  is  the  product  of  157  revolutions  per  second  times  the 
7  pair  of  spokes.   The  output  signal  of  1,099  cycles  per  second 
Ls  detected  by  a  detection  circuit  whose  output,  if  it  is  above 
k  predetermined  amplitude,  will  switch  the  second  flip-flop 
rom  its  normal  acceptance  position  state  to  its  reject  state. 
Che  second  flip-flop  output  in  turn  will  then  be  applied  to 
eject  tube  47  causing  it  to  fire  (i.e.,  to  become  conducting) 
^hen  the  bottle  leaves  the  inspection  zone.   The  firing  of  tube 
^7  operates  a  solenoid  which  (in  a  manner  not  described  in  the 
patent)  causes  the  bottle  to  be  rejected.   The  output  signal 
:rom  the  solenoid  serves  to  reset  both  the  first  and  second 
■lip-flops  to  the  accept  stable  state.   If  no  A.C.  signal  of  the 
!»redet ermine d  frequency  is  detected,  the  second  flip-flop  cir- 
cuit remains  in  its  accept  state  and  the  bottle  will  pass  unless 
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the  first  flip-flop  is  in  its  reject  state  at  the  time  the  bottle 
is  in  the  inspection  zone. 

Perturbations  caused  by  irregularities  in  the  system  will 
cause  a  photocell  to  receive  alternating  current  signals  of  a 
frequency  different  from  that  determined  by  the  number  of  spokes 
in  the  reticle  times  the  speed  of  rotation  of  the  reticle.   Since 
the  tuned  amplifier  rejects  or  greatly  attenuates  all  but  the 
predetermined  frequency  to  which  the  amplifier  is  tuned,  the 
:uned  amplifier  will  only  produce  an  output  signal  indicating 
:he  presence  of  a  particle  of  dirt  and  will  not  produce  a 
signal  caused  by  the  bottle  irregularities.   If  a  dirt  particle 
.s  centered  in  the  bottle  no  rejection  will  occur  as  there  will 
lot  be  a  signal  produced  because  there  will  not  be  a  variation 
.n  the  amount  of  light  as  the  reticle  rotates. 

The  above  operation  of  the  '640  patent  was  explained  by 
Tohn  Ryde  in  his  testimony  in  connection  with  Exhibits  61  and 
)5  commencing  at  Tr.  1416,  line  24  through  Tr.  1467,  line  9. 
'laintiff's  Exhibits  70  through  79  also  help  explain  the 
iperation  of  the  '640  patent  as  contrasted  to  the  appellee's 
ystem  and  were  all  testified  to  by  Mr.  John  Ryde,  one  of  the 
Xpert  witnesses  called  by  appellee. 

C.   Operation  Of  The  Appellee's  Machines 
A  vertically  disposed  bottle  is  directed  over  a  light 
ource.   In  this  position  (called  the  inspection  zone)  the  bot- 
le  is  disposed  beneath  the  optical  portion  of  an  inspection 
ead.   The  inspection  head  consists  of  a  centrally  located 
ocusing  lens  which  is  aligned  with  the  axis  passing  through 
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the  bottle  at  the  instant  in  time  when  the  bottle  is  centrally 
located  in  the  inspection  zone.   The  bottle  is  moved  through  the 
inspection  zone  during  inspection  which  results  in  detecting 
the  presence  of  a  dirt  particle  from  anywhere  between  the  center 
Df  the  bottle  up  to  the  edge  or  periphery  of  the  bottle. 
Directly  above  the  lens  there  is  located  a  rotating  mirrored 
Line  on  the  surface  of  a  rotating  aluminum  cylinder  whose  axis 
)f  rotation  is  oblique  to  the  axis  of  the  lens  and  the  bottle. 
Che  axis  of  rotation  of  the  mirrored  line  intersects  the  axis 
3f  the  bottle  and  lies  outside  of  the  bottle.   The  mirrored  line 
Ls  concave  and  functions  as  a  lens  so  that  an  image  of  the  lens 
aperture  and  hence  the  vicinity  of  the  neck  of  the  bottle  is 
Locused  upon  the  photocell. 

The  mirrored  line  is  connected  to  a  motor  for  rotating 
;he  same  at  12,000  rpm  (200  rps) .   The  mirrored  line  is  a  radial 
Jtripe  1/32"  wide  by  15/16"  long.   The  optical  axis  of  the  mirror 
|knd  the  rotational  axis  of  the  mirror  are  displaced  one  from  the 

I 

)ther  by  a  distance  equal  to  the  radius  of  the  photocell  approxi- 
jiately  1/8".   The  offset  of  the  axis  of  rotation  introduces  a 
lutation  along  with  the  fact  that  the  relative  area  of  the 
jihotocell  and  the  image  of  the  neck  of  the  bottle  which  are 
iifferent,  enables  the  stationary  photocell  to  scan  the  neck  re- 
lion  of  the  bottle,  the  remainder  of  the  bottle  is  scanned  by 
he  rotating  mirrored  line. 

Electrical  circuitry  is  provided  to  receive  an  output 
iignal  from  the  photocell  and  from  switch  means  for  determining 
he   fact  that  a  bottle  is  in  the  inspection  zone.   In  the 
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ibsence  of  a  signal  generated  by  the  photocell  either  due  to 
1  dirt  particle  in  the  bottom  of  the  bottle  or  in  the  vicinity 
if  the  neck  of  the  bottle,  the  bottle  will  be  passed  through  the 
nspection  zone  and  be  deemed  a  clean  bottle.   If  the  bottle  is 
ound  to  contain  an  object  of  foreign  matter  there  will  be  pro- 
uced  an  electrical  signal  which  will  energize  the  relay  which 
ctivates  the  solenoid  device  which  directs  the  bottle  cf  f  the 
onveyor  line. 

The  plaintiff's  machines'  electrical  circuitry  operate  in 
he  following  manner:   The  electrical  signal  supplied  to  the 
ircuitry  by  the  photocell  is  at  each  instant  proportional  to 
he  light  striking  the  photocell.   All  the  light  striking  the 
hotocell  arrives  via  the  reflecting  stripe  on  the  mirror  and 
he  mirror  is  rotating.   The  instantaneous  light  striking  the 
hotocell  is  governed  by  the  transmission  characteristics  of  a 
orresponding  radial  stripe  passing  through  the  bottom  of  the 
ottle.   Further,  since  the  light  must  also  pass  through  the 
eck  region  of  the  bottle,  the  portion  of  the  neck  region  of 
:ie  bottle  that  is  instantaneously  being  viewed  by  the  photocell 
3  also  determined  by  the  rotation  of  the  mirrored  line.   Thus, 
18  instantaneous  amount  of  light  reaching  the  photocell  can  be 
Ddified  by  the  presence  of  foreign  matter  in  the  neck  of  the 
)ttle.   When  foreign  matter  is  present  in  the  bottle  either 
1  the  bottom  or  in  the  vicinity  of  the  neck  region,  there  will 
Jsult  an  abrupt  change  in  level  of  light  received  by  the  photo- 
11  at  the  instant  the  reflecting  stripe  first  crosses  the  image 
?  the  foreign  particle  and  at  the  instant  the  reflecting  stripe 
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completes  its  passage  over  the  particle.   The  manner  in  which 
the  bottom  and  neck  scan  occurs  as  mentioned  hereinabove  was 
explained  by  Mr.  Husome  in  his  direct  testimony  at  Tr.  1059 
to  1088,  especially  in  connection  with  Exhibits  61,  62  and  64. 
A  change  in  the  level  of  the  amount  of  light  received  by 
the  photocell  can  also  occur  because  of  non-uniform  transmission 
Df  light  by  various  portions  of  the  bottom  of  the  bottle  due  to 
/arying  thickness  of  the  bottle,  uneven  distribution  of  the  die 
Ln  the  bottle  glass,  nomenclature  and  stippling  molded  in  the 
)Ottom  of  the  bottle  and  other  glass  imperfections.   These 
'mperfections  are  rather  blurred  and  ill-defined  as  compared  to 
:hanges  brought  about  by  discrete  foreign  particles  and, hence, 
result  in  more  gradual  light  level  changes  (as  opposed  to  abrupt 
.ight  level  changes  caused  by  dirt  particles).   The  electrical 
lignal  received  from  the  photocell  will,  therefore,  contain 
nformation  about  the  transmission  characteristics  of  the  glass 
nd  any  contents  in  the  bottle  either  in  the  bottom  or  the  neck 
hereof.   The  average  level  of  signal  from  the  photocell  would 
ndicate  the  average  transmission  characteristics  of  the  bottle 
ottom  and  neck  regions.   Any  perturbations  in  this  average 
ignal  indicate  non-uniformity  in  the  bottle  as  seen  by  the 
jhotocell.   Irregularities  in  the  signal  from  the  photocell 
aused  by  true  foreign  particles  are  characterized  by  parti- 
ularly  abrupt  changes  in  the  average  light  level.   It  is  only 
brupt  changes  which  effect  the  SME  circuit  devices.   The  cir- 
uit  performing  this  function  may  be  characterized  as  a  slope 
etector.   (See  Griest's  testimony  at  Tr.  2169). 

I: 
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D.   Additional  Facts  In  Contravention  Of  Those  Presented 
By  Appellant  In  Its  Brief 

1.   At  page  6  in  sub-paragraph  1  of  its  Brief  appel- 
lant indicates  that  the  Meyer  Mark  IV  machine  incorporates  the 
features  of  the  patent  in  suit.   What  this  fails  to  state  is  that 
:he  Meyer  Mark  IV  machine  incorporates  certain  features  of  the 
), 081, 666  patent,  one  which  was  in  suit  but  which  was  sub- 
sequently dropped  from  the  suit,  and  also  the  invention  by 
)wens  Illinois  for  the  bottle  handling  mechanism,  the  latter 
)eing  a  most  important  factor  in  what  was  subsequently  truly  a 
:ommercially  successful  machine.   It  was  this  bottle  handling 
lechanism  which  is  not  described  or  claimed  in  the  patent  which 
lechanism  was  designed  and  patented  by  the  Owens  Illinois  Co. 
his  is  supported  in  the  record  at  Tr.  1057,  line  19  through 
•r.  1058,  line  5. 

2.   In  sub-paragraph  2  on  page  6  of  its  Brief,  appel- 
.ant  states  that  the  Barry-Wehmiller  machine  employed  the  same 
oncepts  as  the  '640  patent.   This  alleged  fact  is  apparently 
•resented  by  the  appellant  in  an  effort  to  lend  some  credence 
o  its  concept  proving  infringement  by  the  appellee  of  the 
latent  in  suit  through  a  "derivation"  theory.   It  would  seem 
hat  whether  or  not  the  Barry-Wehmiller  machine  employed  the 
'same  concept"  as  does  the  '640  patent^ is  irrelevant  to  any 
onsideration  of  the  infringement  of  the  plaintiff's  machines, 
learly,  the  place  to  try  the  possible  question  of  infringement 
f  the  patent  in  suit  by  the  Barry-Wehmiller  machine,  would  be 
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.n  a  suit  between  those  parties  and  not  the  present  litigants. 

additionally,  an  examination  of  Ex.  AT  and  Ex.  AU  taken  together 

?ith  Calhoun's  testimony  (Tr.  627-630)  shows  clearly  that  no 

•eticle  (regardless  of  the  number  of  spokes  or  their  shape)  is 

imployed  in  the  Barry-Wehmiller  machines. 

3.   In  the  first  full  paragraph  on  page  8,  appellant 

n  its  Brief  states  that  an  Ex.  AA  was  a  physical  embodiment 

if  the  patent  in  suit.   Both  Dr.  Griest  and  Mr.  Ryde  testified 

t  the  trial  that  such  was  not  the  case.   See  Griest 's  testimony 

t  Tr.  2111-2119.   In  particular,  attention  is  directed  to  2118, 

ine  16  through  2119,  line  2  which  reads:  ' 

"THE  COURT:   Do  you  agree  with  any  part  of 
what  he  said,  I  take  it  to  be. 

THE  WITNESS:   No,  I  do  not  agree  with  it. 
As  I  say,  I  am  not  --  I  don't  know  that  I  am 
aware  of  what  the  demonstration  equipment  was 
supposed  to  demonstrate. 

I  do  not  agree  as  I  would  understand  substantially 
the  term  'substantially. ' 

I  would  not  agree  that  either  circuit  represents 
substantially  the  circuit  it  was  stated  to 
represent. 

THE  COURT:   All  right." 

ttention  is  also  directed  to  Mr.  Ryde's  testimony  on  cross- 

xamination  as  it  bears  upon  this  point  beginning  at  Tr.  1695, 

ine  9  to  Tr.  1696,  line  12  and  also  his  direct  testimony 

onmencing  at  line  15  of  Tr.  1613  through  line  20  of  Tr.  1623 

nd  especially  Tr.  1614,  lines  20-25  wherein  Ryde  testified: 

"BY  MR.  HORN: 

Q.   Would  you  agree  with  the  statement  that 
the  upper  circuit,  the  circuit  which  is  indi- 
cated as  being  'LC  Tuned'  is  made  substantially 
in  accordance  with  the  teachings  of  the  circuit 
shown  in  the  '640  patent? 

A.   No,  I  would  not  agree." 
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4.   Beginning  at  line  9,  page  9,  of  the  appellant's 

Brief,  it  states: 

"The  examination  of  the  bottle  continues 

through  the  period  of  time  during  which  the 

center  of  the  bottle  is  being  conveyed.  .  . " 

(emphasis  added) 

and  it  goes  on  to  state  in  the  next  sentence: 

"It  is  one  of  the  features  of  this  type  of 

scanning  device  that  the  bottle  does  not  have 

to  be  exactly  centered  at  all  times.  .  ." 

This  sort  of  statement  which  appears  elsewhere  in  the  Brief  of 

the  appellant,  as  well  as  other  points  discussed  in  this  section 

of  appellee's  Brief,  finds  absolutely  no  support  in  the  patent. 

Whether  the  machine  which  the  Meyer  Company  has  manufactured 

and  sold,  designated  the  Mark  IV,  in  fact  incorporates  the  type 

of  mechanism  referred  to  at  page  9  of  the  appellant's  Brief, 

should  be  determined  from  the  patent  only.   Even  if  reference 

is  made  to  the  testimony  in  this  regard  by  Mr*  Calhoun,  it  would 

seem  that  the  following  excerpt  would  be  of  interest  (lines  14- 

19  of  the  Tr.  476)  wherein  he  volunteered: 

"A.   Yes,  basically,  because  what  this  allowed 
us  to  do,  your  Honor,  was  to  examine  the  con- 
tinuous field  without  moving  the  bottle.   As 
you  can  see,  you  do  not  have  to  move  the  bottle, 
and  this  is  basically  or  almost  identical  to  the 
principle  used  in  the  Mark  IV  bottle  inspector 
that  is  now  being  marketed."   (emphasis  added) 

5.   Commencing  with  the  second  full  paragraph  on  page 

10  of  its  Brief  (and  thenceforth  many  times  elsewhere)  appellant 

seeks  to  draw  an  equivalence  between  the  term  alternating 
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current  electrical  signal  (A.C.)  and  pulse  merely  by  using 
the  terms  in  the  alternative.   The  basis  for  such  an  equivalence 
is  not  found  in  the  patent.   Again,  the  touchstone  for  the 
determination  of  the  scope  of  the  claims  of  the  patent  in  suit 
should  be  its  claims  as  interpreted  in  light  of  the  specifi- 
cation, drawing,  and  file  history  and  not  based  upon  hindsight 
in  view  of  the  operation  of  plaintiff's  machines.   The  equivalence 
of  A.C.  to  pulse  (while  testified  to  by  the  appellant's  witness, 
Mr.  Calhoun)  is  certainly  not  something  to  be  accepted  as  a  fact. 
The  non-equivalence  of  these  two  types  of  electrical  signals 
especially  as  they  relate  to  the  patent  in  suit  were  testified  to 
at  length  by  both  of  plaintiff's  experts,  namely  Mr.  John  Ryde 
and  Dr.  Cries t.  (See  Tr.  1504,  line  1-  Tr.  1507,  line  25  and  Ex. 
92  together  with  Mr.  Ryde's  testimony  relating  thereto,  namely 
Tr.  1651-1660;  Also  see  Dr.  Griest's  testimony  on  this  point, 
Tr.  2098,  line  14  to  Tr.  2100,  line  3). 

Mr.  Williams,  one  of  the  co-inventors  of  the  '640  patent, 
whose  testimony  at  the  trial  was  introduced  by  deposition, 
testified  at  Tr.  1592,  line  22  to  Tr.  1593,  line  19;  that 
the  plaintiff's  machines  pulse  slope  detection  operation  is 
different  electronically  from  the  '640  patent. 

6.   At  line  1  on  page  13  of  appellant's  Brief  mention 
is  made  of  "spatial  filtering"  as  being  an  important  aspect 
somehow  of  its  invention.   Here  again,  "spatial  filtering"  is 
not  mentioned  in  the  patent  either  in  the  specification,  the 
claims,  the  drawings,  or  the  file  history.   This  "fact"  should 
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lerefore  not  be  considered  relevant  to  any  consideration  before 
18  Court. 

7.  At  line  10,  page  19  of  its  Brief,  appellant  makes 
mtion  of  another  term  which  does  not  find  any  support  in  the 
)ecification,  drawings,  claims,  or  file  history  of  the  patent 

I  suit.   This  term  is  "frequency  discrimination."  Thus,  this 
ipposed  fact  again  is  one  which  is  irrelevant  to  any  issue 
i   this  case. 

8.  In  the  first  full  paragraph  on  page  21  of  appellant's 
lef  mention  is  made  of  the  fact  that  it  took  several  months 

I  provide  a  system  that  would  operate  successfully.   The  impli- 
ition  seems  to  be  here  that  this  difficulty  centered  about  the 
lanning  system.   In  this  connection  contrary  evidence  was  pre- 
jnted  by  the  plaintiff  (see  the  testimony  of  Mr.  Calhoun, 
:.  476-478,  wherein  he  testified  the  difficulty  centered  around 
le  mechanical  handling  system,  an  aspect  which  is  not  described 

claimed  in  the  patent  and,  therefore,  had  nothing  to  do  with 
e  difficulties  in  connection  with  the  supposed  invention 

described  and  claimed  in  the  patent;  also  see  Wjnnan's  testi- 
ny  at  Tr.  2349  •)   Further,  in  this  connection  John  Ryde 
stifled  at  Tr.  1693  that  the  amplifier  system,  in  particular  the 
ning  aspect  of  it,  was  very  simple  to  design  and  was  routine. 

9.  At  page  22  of  its  Brief  in  the  paragraph  entitled, 
*  Other  Techniques  and  Alternative  Devices  Considered  and 
3ted  by  the  Inventors"  appellant  makes  reference  to  testimony 
Jrein  it  is  claimed  that  the  inventor  had  tried  reticles  having 
Ly  a  single  transparent  segment  and  a  single  opaque  segment 
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prior  to  filing  of  their  patent  application.   Williams  testi- 
fied that  a  single  spoke  had  never  been  tried  (his  deposition 
at  page  91,  Tr.  71)  and  such  is  not  mentioned  in  the  patent; 
and  as   a  matter  of  evidence,  John  Ryde  testified  at  Tr.  1538  that 
such  is  inconsistent  with  the  teaching  of  the  patent  and  the 
Court  so  found.   Here  again,  the  question  should  be  what  is  in 
the  patent  and  not  what  it  is  that  the  appellant  would  like  to 
have  read  into  the  patent  in  view  of  the  design  of  the  plaintiff's 
machine. 

10.  Toward  the  bottom  of  the  only  full  paragraph  on 
page  25  of  appellant's  Brief,  appellant  states  that  the  San  Marino 
machines  still  have  a  dead  spot  in  the  center.   While  there  is 

no  doubt  that  there  was  testimony  to  this  effect  by  the  one  wit- 
ness presented  by  the  appellant  (Mr.  Calhoun),  contrary  evidence 
was  presented  by  the  plaintiff-appellee  to  the  effect  that  it 
does  not  have  a  dead  spot  in  the  center.   Such  testimony  was 
presented  by  appellee  in  the  testimony  of  Mr.  Husome  at 
Tr.  1159-1160. 

11.  In  the  last  paragraph  on  page  28  of  its  Brief, 
appellant  again  refers  to  the  supposed  equivalence  between  its 
Ex.  AA  and  the  machine  of  the  patent  in  suit  as  well  as  the 
machine  of  the  plaintiff.   Not  only  is  such  inconsistent  with 
the  evidence  and,  therefore,  not  a  fact,  (see  testimony  of 

Mr.  Ryde  and  Dr.  Griest  mentioned  in  subparagraph  3  above)  but, 
it  is  submitted  that  they  were  so  different  that  plaintiff's 
witness  could  have  not  guessed  as  to  why  such  was  presented  by 
the  appellant  at  the  trial.  (Tr.  2118) 
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:i.      QUESTIONS  PRESENTED 

A.  \^ether  There  Is  Sufficient  Evidence  To  Support  The 
Finding  Of  The  Trial  Court  That  Claims  7-15  And 
17-24,  Inclusive  Of  The  Patent  In  Suit  Are  Not 
Infringed  By  Appellee's  Machines. 

B.  Whether  There  Is  Sufficient  Support  In  The  Record 
To  Affirm  The  Court's  Determination  That  Claims 
7-15  And  17-24,  Inclusive  Are  Invalid  As  Obvious 
Under  35  U.S.C-  103. 

V.   ARGUMENT 

A.   Infringement 

1.   Introduction 


Infringement  evidence  adduced  in  the  trial  in  support 

the  Court's  findings  of  non-infringement  as  v^ell  as  other 
ses  for  supporting  the  Court's  finding  of  non-infringement 
11  be  presented.   As  an  aid  to  the  Court,  this  presentation 
11  include   two  tables.   The  first  table  is  labeled  "Support 

The  Record  For  The  Court's  Findings  Of  Fact  Of  Non-Infringe- 
nt."  The  second  table  will  be  labeled  "Additional  Bases  For 
firming  The  Court's  Findings  Of  Non-Infringement."  The  Court, 

its  findings  of  fact  filed  October  9,  1967,  set  forth  in 
nding  22  (R.  1947)  various  bases  for  its  determination  of 
n-infringement  of  certain  of  the  claims  at  issue,  namely  claims 

9,  18,  20,  21,  22,  23  and  24.   The  Court  stated  in  this  re- 
rd  in  its  findings  that  it  limited  its  detail  discussion  to 
ose  claims  predicated  upon  defendant's  counsel's  stated 
llingness  to  base  its  case  upon  certain  claims  (Conclusion  of 
w  23,  R.  1954). 
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Appellee  advanced  other  bases  for  non-infringement  during 
the   trial  and  contends  that  evidence  in  the  record  supports  the 
:ourt's  finding  of  non-infringement  with  respect  to  all  of  the 
:laims  at  issue,  but  only  those  claims  which  were  discussed  in 
letail  by  the  Court  are  included  in  both  tables. 

Findings  on  the  question  of  infringement  of  patents 
lonstitute  findings  of  fact  and  unless  they  are  clearly  erroneous 
should  not  be  disturbed.   Kim  Bros,  vs.  Hagler.  276  F.2d  259  (9th 
lircuit  1960). 

Patent  infringement  is  a  "question  of  fact"  and  much  weight 
;hould  be  attached  in  determining  that  issue,  to  the  findings  and 
ipinion  of  the  trial  judge  who  observed  the  manner  and  demeanor 
>f  the  witnesses  and  heard  them  testify.   Super-Mold  Corp.  of 
:alifornia  vs.  Bacon,  130  F.2d  860  (9th  Circuit  1942). 

The  claiice  of  a  patent  are  the  measure  of  the  scope  of  the 
.nvention  and  it  is  against  the  wording  of  the  claims  by  which  a 
;ourt  should  determine  if  infringement  exists.   Nelson  vs.  Batson, 
i22  F.2d  132  (9th  Circuit  1963). 

While  the  above  is  clearly  an  axiomatic  expression  of  the 
•atent  law,  the  appellant  in  its  Brief  makes  little  or  no  mention 
•f  the  wording  of  the  claims  which  it  discusses.   Instead,  an 
ittempt  is  made  by  appellant  in  its  Brief  to  approach  the  question 
if  infringement  in  general  terms.   For  example,  at  page  55  of 
ppellant's  Brief  the  title  of  the  argument  section  therein 
iscussed  reads, 
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"6.  The  District  Court  Erroneously  found  that 
Plaintiff's  Machines  did  not  Infringe  the 
Intent  or  the  Language  Expressed  in  the  Claims" 

The  Brief  continues  on  this  point  6  from  page  55  through  page  71 

without  once  quoting  from  a  substantial  portion  of  a  single 

one  of  the  claims  at  issue.   The  grounds  for  a   finding  of 

non-infringement  for  each  of  the  claims  discussed  in  detail  in 

finding  22  are  here  presented,  reference  being  made  to  the 

"wording  of  the  claims"  under  consideration.   The  reason  for  the 

use  of  the  two  tables  is  that  the  wording  of  the  claims,  when 

referring  to  the  same  element,  which  forms  a  portion  of  the 

combination  of  elements  claimed,  is  not  consistent  from  claim 

to  claim. 

2.   Support  For  Certain  Of  The  Court's  Findings 
Prefatory  To  Its  Specific  Findings  Of  Non- 
Infringement  Of  Claims  In  Issue 

The  Court  in  its  findings  of  fact,  made  certain 

findings  of  fact  5a,  5b,  5c,  5d,  6,  7  and  8  (R.  1939  through 

R.  1941).   Support  for  each  of  these  findings  will  be  pointed 

out  with  reference  to  at  least  certain  portions  of  the  transcript 

and  the  record  in  this  case.   For  the  Court's  convenience  all 

of  the  Findings  of  Fact  and  Conclusions  of  Law  relative  to  the 

questions  of  infringement  and  validity  are  to  be  found  in 

appendix  A. 

a.   Finding  of  Fact  5a  -   Support  for  this  is  to 

be  found  in  Mr.  Ryde's  testimony  at  pages  1472  and  Ex.  73. 

Also,  Ex.  92  and  Mr.  Ryde's  testimony  at  Tr.  1655  through  1660. 

Additionally,  Mr.  Ryde  specifically  testified  at  Tr.  1674,  that 

the  RC  networks  in  the  '640  patent  are  used  as  couplers  and  not 
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s  differentiators.   This  was  testified  to  at  Tr.  1474  through 

,ine  7  at  Tr.  1477.   Further,  Mr.  Ryde  went  on  to  further  explain 

n  detail  his  reasoning  for  concluding  as  he  did  in  this 

onnection.   This  commences  at  line  8  of  Tr.  1477  where  he 

estified  in  connection  with  Ex.  79  through  Tr.  1490  where  in 

ddition  to  the  other  exhibits  mentioned ,  there  are  introduced 

xs.  78  and  80  which  relate  to  the  finding  under  consideration. 

r.  Griest  likewise  testified  to  the  following  effect,  Tr.  2110 

ines  17-21: 

"Well,  in  order  to  therefore  function  in  the 
303  machine  this  circuit  must  be  a  poor  coupling 
circuit  or  in  other  words  a  good  differentiating 
circuit.   So  that  this  does  not  work,  does  not 
couple  AC  currents  in  the  customary  manner." 

.  b.   Finding  of  Fact  5b  finds  support  in  the  record 

y  Mr.  Ryde's  testimony  in  connection  with  Ex.  96  which  is  given 

t  Tr.  1673  through  Tr.  1677  at  line  15. 

c.  Finding  of  Fact  5c  -  Support  is  found  in  the 
ecord  at  Tr.  990  in  Calhoun's  testimony  that  the  center  of 
otation  and  axis  of  rotation  are  synonymous  and  also  see 
yde's  testimony  above  referred  to  in  connection  with  support 
or  finding  5b. 

d.  Finding  of  Fact  5d  -   Support  for  this  is  found 
n  the  record  in  Ex.  54,  Calhoun's  cross  examination  at  Tr.  922 
nd  Ryde's  testimony  at  Tr.  1538,  lines  2  through  8.   Further 
upport  for  this  is  found  beginning  at  Tr.  1538  et.  seq.  of  the 
ranscript. 

e.  Finding  of  Fact  6  -   Support  for  this  fact  6 

s  found  in  Ryde's  testimony  at  Tr.  1423  et.  seq.  and  Dr.  Griest 's 
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testimony  at  Tr.  2123,  line  18  to  line  22  of  Tr.  2127  and  2169- 
2170  as  well  as  Ex.  92  and  Ex.  65. 

f .  Finding  of  Fact  7  -  Support  for  finding  of  fact 
1   is  found  in  Mr.  Ryde's  testimony  and  exhibits  testified  in 
;onnection  therewith  which  were  discussed  in  connection  with 
finding  5d. 

g.  Finding  of  Fact  8  -  Support  for  finding  8  is 

round  in  Ex.  92  and  Mr.  Ryde's  testimony  at  Tr.  1431  and  Dr. 

Jriest's  testimony  at  Tr.  2123  regarding  the  first  portion  of 

:his  finding  (i.e.,  A.C.  signal  of  a  particular  frequency)  and 

Ir.  Ryde's  testimony  at  Tr.  1548  regarding  the  second  portion  of 

:he  finding  (i.e.,  that  the  reticle  must  have  more  than  one 

)paque  and  transparent  segment). 

3.   Support  In  The  Record  For  The  Court's 
Findings  Of  Fact  Of  Non-Infringement 

a.   Table  Of  Elements  Of  Claims 

•lement  (1)  -  (See  element  C  of  Exhibit  97) 

Claim  7 : 

"optical  means  for  sequentially  and  cyclically  coupling  the 
light  from  different  areas  of  the  bottle  to  said  photocell 
means  where  the  different  areas  include  the  center  of  the 
bottle  and  progressive  portions  of  the  periphery  of  the 
bottle  ''  (emphasis  added) 

Claim  9: 

i 

"rotatable  means  disposed  relative  to  the  container  and 
,     the  first  and  second  means  for  directing  the  energy  in 
I     succession  from  the  first  means  to  the  second  means 
I     along  progressive  segments  of  the  bottom  of  the  bottle 
where  the  progressive  segments  include  the  center  of 
the  boctom  of  the  bottle  and  progressive  portions  of 
the  periphery  of  the  bottle"   (emphasis  added) 
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Claim  18 : 


"light  responsive  means  including  a  light  coupler  rotatable 
on  a  center  within  the  periphery  of  the  container  for 
sequentially  scanning  different  areas  of  the  illuminated 
field  where  the  areas  are  substantially  greater  than  the 
size  of  the  particles  to  be  detected  and  include  at  each 
instant  the  center  and  a  portion  of  the  periphery  of  the 
container"   (emphasis  added) 


Claim  20 


"rotatable  means  having  a  center  of  rotation  within  the 
periphery  of  the  container  for  providing  a  radiant  energy 
through  progressive  segments  of  the  container  in  succession 
where  the  progressive  segments  include  the  center  and 
progressive  portions  of  the  periphery  of  the  container" 
(emphasis  added) 


Claim  21: 


"said  rotatable  optical  member  including  means  for  sequen- 
tially coupling  information  bearing  light  from  different 
areas  of  the  bottle  to  said  photoelectric  scan  where  the 
area  from  which  light  is  provided  at  any  instant  is 
substantially  larger  than  the  cross-sectional  area  of  any 
particle  of  dirt  to  be  detectec^  and  includes  the  center  of 
the  bottle  and  a  portion  of  the  periphery  of  the  bottle." 
(emphasis  added) 


Claim  24: 


"said  disc  having  alternate  radial  opaque  and  translucent 
areas  each  including  the  center  of  the  disc  and  a  portion 
of  the  periphery,  said  disc  being  positioned  relative  to 
the  bottle  to  pass  to  the  photoelectric  means  the  light 
passing  at  each  instant  through  at  least  one  complete 
translucent  area  and  through  a  portion  of  the  bottle 
between  at  least  the  center  and  a  portion  of  the 
periphery"  (emphasis  added) [ 


Element  (2)  -  (See  element  D  of  Exhibit  97) 
Claim  7  : 

"said  photoelectric  scanning  means  being  constructed  and 
disposed  to  render  an  alternating  current  signal  output 
when  receiving  light  from  a  bottle  having  small  particles 
of  dirt  thereon  and  being  constructed  and  disposed  to 
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render  a  substantially  direct  current  signal  output  when 
receiving  light  from  a  bottle  having  no  small  particles 
of  dirt  thereon,  and  inspection  circuit  means  coupled 
to  said  photocell  means  and  constructed  to  reject  a 
bottle  when  the  output  is  an  alternating  signal  and 
further  constructed  to  reject  a  bottle  when  the  elec- 
trical signal  output  from  said  photocell  means  is 
below  a  predetermined  level,  said  inspection  circuit 
means  being  further  constructed  to  pass  a  bottle  when 
the  electrical  signal  output  from  said  photocell  means 
is  both  above  the  predetermined  level  and  a  direct 
current  signal  but  adapted  to  reject  a  bottle  if  the 
output  is  an  alternating  current  signal"  (emphasis  added) 


Claim  9: 


"means  responsive  to  the  energy  passing  to  the  second  means 
from  the  bottle  and  the  rotatable  means  for  indicating  the 
presence  of  foreign  particles  in  the  container  in  accord- 
ance with  the  occurrence  of  alternating  characteristics 
in  such  energy  at  progressive  instants  of  time."  (emphasis 
added) 


Claim  18: 


"threshold  responsive  means  electrically  coupled  to  said 
photocell  for  detecting  particular  alternating  components 
in  the  electrical  signal  produced  by  said  photocell" 
(emphasis  added) 


Claim  20: 


"converting  means  responsive  to  the  modulated  radiant 
energy  from  the  medium  for  providing  a  direct  current 
electrical  signal  indicative  of  the  average  transmission 
characteristics  of  the  medium  and  of  any  particles  in  the 
medium  and  also  an  alternating  current  electrical  signal 
for  each  particle  in  the  medium  at  a  particular  frequency 
and  at  a  magnitude  related  to  the  size  of  the  particle." 
(emphasis  added) 


Claim  22: 


"inspection  circuit  means  coupled  to  said  photocell  means 
and  constructed  to  reject  a  bottle  when  the  output  is  an 
alternating  signal"  (emphasis  added") 


Claim  23: 


"said  inspection  circuit  means  including  amplifier  means 
tuned  to  a  specific  frequency  range,  said  range  covering 
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the  frequency  of  the  alternating  current  signal  output 
rendered  by  said  photocell  means  when  re-receiving 
light  from  a  bottle  having  small  particles  of  dirt 
therein;  said  inspection  circuit  means  being  further 
constructed  to  reject  a  bottle  if  the  photocell  output 
is  an  alternating  current  signal  having  a  frequency 
V7ithin  said  specific  tuned  frequency  range."  (emphasis 
added)  '.  . 


Slement  (3)  -  (See  element  F  of  Exhibit  97) 

Claim  9: 

"where  the  center  of  rotation  of  the  rotatable  means  is 
disposed  within  the  area  defined  by  the  bottom  of  the" 
container^'  (emphasis  added) 

Claim  20; 

"rotatable  means  having  a  center  of  rotation  within  the 
periphery  of  the  container  for  providing  radiant  energy 
through  progressive  segments  of  the  container  in 
succession"  (emphasis  added) 

Claim  21; 

"a  rotatable  optical  member  haying  a  center  of  rotation 
at  a  position  within  the  periphery  of  the  bottle," 
(emphasis  added) 

Claim  24; 

"means  for  rotatably  supporting  said  disc  on  a  center 
located  within  the  periphery  of  the  bottle  being 
inspected  (emphasis  added) 


ilement  (4)  -  (See  element  G  of  Exhibit  97) 

Claim  18; 

"where  the  areas  are  substantially  greater  than  the  size 

of  the  particles  to  be  detected''  (emphasis  added) 
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claim  21: 


"where  the  area  from  which  light  is  provided  at  any 
instant  is  substantially  larger  than  the  cross-sectional 
area  of  any  particle  of  dirt  to  be  detected"  (emphasis 
added)        — — — — — 


Lement  (5)  -  (See  element  E  of  Exhibit  97) 

Claim  18: 

"threshold  responsive  means  electrically  coupled  to  said  . 
photocell  for  detecting  particular  alternating  components 
in  the  electrical  signal  produced  by  said  photocell" 
(emphasis  added) 

Claim  20; 

"an  alternating  current  electrical  signal  for  each  particle 
in  the  medium  at  a  particular  frequency  and  at  a  magni- 
tude related  to  the  size  of  the  particle, "  (emphasis 
added)  . 


Lement  (6)  -  (See  element  A  of  Exhibit  97) 

Claim  24 r 

"said  disc  having  alternate  radial  opaque  and  translucent 
areas"  (emphasis  added)  ' 

b.   Evidence  of  Non-Infringement 
lement  (1)  -  (See  element  C  of  Exhibit  97) 

With  reference  to  this  element  the  table  below  shows  the 
alationship  between  and  the  places  where  these  elements  are 
Lscussed  by  the  Court  and  found  in  the  claims  under  considera- 

Ln 

Lon. 
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claim  Number 

Sub-Paragraph' of  Court's 
Finding  of  Fact 

Page  in  Record 

7 

(a) 

1947 

9 

(a) 

1949 

18 

(b) 

1950 

20 

(b) 

1951 

21 

(c) 

1952 

24 

(a)  , 

1953 

This  element  in  each  of  the  claims  under  consideration  does 
lot  find  its  counterpart  in  the  SME  machines.   In  order  for  the 
sME  machines  to  achieve  center  detection,  of  necessity,  the 
Dottle  is  permitted  to  move  through  the  inspection  zone  during 
:he  inspection  interval.   Ex.  94  and  Ex.  95  were  testified  to 
Dy  one  of  plaintiff's  experts,  John  Ryde;  they  show  that  the 
Dottle  moves  during  the  inspection  interval  (Tr.  1667  through 
L673).   In  addition,  Mr.  Husome  testified  that  in  the  SME 
aachines ,  beginning  at  Tr.  1059  through  Tr.  1060  that: 
"The  bottle  moves  approximately  3/8ths  of  an 
inch  during  the  inspection  interval. 

Thus,  the  area  being  inspected  by  the  SME  machines,  which 
are  coincident  with  that  portion  of  the  mirrored  line  of  the 
rotating  mirror,  do  not  include  the  center  of  the  bottle  and 
progressive  portions  of  the  periphery  of  the  bottle.   Instead, 
during  a  portion  of  the  look  time  the  periphery  of  the  bottle 
and  something  less  than  the  center  is  being  viewed,  subsequently 
the  periphery  is  not  being  viewed  and  something  beyond  the  center 
s  being  viewed  when  the  center  is  being  viewed,  etc.   Thus,  at 
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:ie  same  point  in  time  the  center  and  a  portion  of  the  peri- 
:iery  are  not  inspected  by  the  SME  machine  except  during  that 
^finitely  small  instant  in  time  when  the  bottle  is  exactly 
entered  in  the  inspection  zone. 

It  is  asserted  in  appellant b  Brief  at  pages  66  and  67 
lat  Ryde  testified  in  effect  in  favor  of  appellant  at  Tr. 
761-1777  on  the  presence  or  absence  of  this  element.   A 
ireful  reading  of  these  pages  of  the  transcript,  it  is 
ibmitted,  refutes  this  assertion. 

Again  appellant  at  page  67  of  its  Brief  refers  in  the 
.ddle  of  the  top  paragraph  to  Griest's  testimony  at  Tr.  2224 
iplying  support  for  the  entire  paragraph.   Actually,  no  such 
ipport  is  to  be  found  in  Griest's  testimony  as  is  implied,  and 
3  pointed  out  above  Ryde  testified  to  the  contrary  on  the 
)int  regarding  the  absence  of  this  element  in  the  alleged 
if  ringing  machines. 

Lement  (2)  -  (See  element  D  of  Exhibit  97) 

With  reference  to  this  element  the  table  below  shows  the 
ilationship  between  and  the  places  where  these  elements  are 
Lscussed  by  the  Court  and  found  in  the  claims  under  considera- 
Lon. 
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claim  Number 

Sub-Paragraph  of  Court's 
Finding  of  Fact 

Page  in  Record 

7 

(b)  and  (c) 

1947 

9 

(c) 

1950 

18 

(c) 

1950  and  1951 

20 

(c) 

1951  and  1952 

22 

(a) 

1952 

23 

(b)   . 

1952  and  1953 

This  element  in  each  of  the  claims  under  consideration  does 
lot  find  its  counterpart  in  the  SME  machines.   Unlike  the  require- 
aent  of  this  element  of  the  claims  under  consideration  whereby 
I   signal  of  a  particular  frequency  is  required  to  produce  an 
electrical  reject  signal,  the  SME  machines  only  reject  a  bottle 
ipon  the  determination  that  a  pulse  of  a  particular  slope  is 
)roduced  by  the  presence  of  a  small  dirt  particle  when  there  is 
i   coincidence  of  an  image  of  that  particle  with  the  passing 
:hereby  of  the  radial  mirrored  line  on  the  rotating  mirror, 
[his  pulse  which  is  fed  to  the  amplifier  in  the  SME  machines 
*ill  only  produce  a  reject  signal  if  the  slope  of  such  pulse  is 
)f  a  sufficient  predetermined  value  and  the  SME  machines  are  not 
:oncerned  with  the  magnitude  of  such  pulse.   It  is  not  the 
Jresence  or  absence  of  this  pulse,  but  the  presence  or  absence 
)f  a  particular  slope  or  abruptness  of  the'  pulse  which  determines 
:hat  a  reject  signal  should  be  generated.   This  is  entirely 
different  from  the  design  required  by  the  element  under 
consideration  of  the  '640  patent.   See  John  Ryde's  testimony 
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beginning  at  Tr.  1423  et.  seq.  wherein  in  connection  with 

Ex.  65  he  explains  the  operation  of  the  electrical  circuit 

in  the  '640  patent  and  in  his  testimony  beginning  at  Tr.  1504 

wherein  he  states  as  follows  in  answer  to  a  question  put  to 

him: 

"Q  Now,  does  the  '640  patent,  including  its 
file  history,  in  your  opinion  teach  the  detection 
of  a  small  foreign  particle  in  the  bottom  of  a 
bottle  by  the  abruptness  of  a  pulse  or  the  rate  of 
change  of  a  pulse? 

A    No."    . 

This  is  clear  evidence  in  the  record  that  the  '640  system  does 

not  teach  nor  do  the  claims  contemplate  detection  of  a  small 

dirt  particle  by  the  determination  of  the  abruptness  of  a  slope 

or  a  pulse.   Further,  it  was  testified  to  by  Mr.  Husome  that 

appellee's  machines  detect  the  presence  of  a  foreign  particle 

by  the  abruptness  of  a  slope  of  a  pulse  (Tr.  1093  et.  seq.) 

and  beginning  at  Tr.  1106  Mr.  Husome,  in  reference  to  Ex.  65 

in  explaining  the  operation  of  the  electrical  circuit  of  the 

plaintiff's  machines,  stated: 

"A  Yes,  I  was  going  to  the  pink  block, 
which  is  one  of  the  more  important  functional 
blocks  in  the  machine. 

The  signal  that  comes  from  the  differen- 
tiating amplifier  now,  representing  the  rate  of 
change  at  which  the  particle  was  scanned,  the  rate 
of  change  at  which  the  particle  and  the  scanning 
line  intercepted  one  another  --  " 

In  addition,  Mr.  Ryde  testified  that  rejecting  a  bottle 

because  of  the  presence  of  a  particle  of  dirt  is  determined  by 

sensing  the  slope  of  a  pulse  in  the  plaintiff's  machines,  this 
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n  connection  with  Ex.  93  (Tr.  1660  through  Tr.  1667)  and 

articularly  at  Tr.  1663  where  Mr.  Ryde  testified  as  follows: 

"Now  we  have  already  demonstrated  in 
the  303  amplifier  in  operation  that  we  do  not 
have  repetitive  cycles,  that  on  the  first  pulse 
we  reject  the  bottle  if  it  is  to  be  rejected  at 
all,  and  this  is  the  difference  with  regard  to 
this  particular  point  in  the  claim  language." 

Thus  it  is  clear  that  it  is  entirely  different  from  the 

BSign  required  by  this  element  of  the  '640  patent.   John  Ryde 

a  testifying  in  connection  with  Ex.  97  at  Tr.  1687  testified 

s  follows  concerning  the  distinction  between  the  claim  language 

f  this  element  in  the  claim  (he  was  discussing  claim  20  in 

articular)  thus  lending  further  support  to  the  proposition 

:iat  this  element  does  not  find  its  counterpart  in  the  SME 
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"Q  I  would  like  to  read  to  you  a  portion 
of  Claim  20,  commencing  at  line  57: 

'converting  means  responsive  to  the  modu- 
lated radiant  energy  from  the  medium  for 
providing  a  direct  current  electrical 
signal  indicative  of  the  average  transmis- 
sion characteristics  of  the  medium  and  of 
any  particles  in  the  medium  and  also  an 
•  alternating  current  electrical  signal  for 
each  particle  in  the  medium  at  a  particular 
frequency  and  at  a  magnitude  related  to  the 
size  of  the  particle ' 

Does  that  find  its  counterpart  in  the 
SME  machine? 

A  No,  for  the  same  reason  1  just  mentioned, 
Here  we  have  an  alternating  current  electrical 
signal  for  each  particle  in  the  medium  at  a 
particular  frequency.   But  here  we  have  an 
addition,  'at  a  magnitude  related  to  the  size  of 
the  particle'.   The  SME  machine  does  not  depend 
on  the  magnitude  of  the  signal  but  rather  the 
rate  of  change." 
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Inasmuch  as  appellant  in  its  Brief  has  attempted  to 
quate  this  element  of  the  claim  relating  to  the  detection  of 
a   alternating  current  with  the  plaintiff's  machines  electronic 
lope  detection  circuit  and  in  this  respect  relies  primarily 
1  the  testimony  of  one  witness,  Fred  Calhoun,  it  would  seem 
jpropriate  to  consider  the  following  facts.   Mr.  Calhoun  has 
definite  interest  in  the  determination  of  the  validity  and 
ifringement  of  the  patent  at  issue.   Not  only  is  he  one  of 
le  named  inventors,  but  he  also  was  the  only  expert  witness 
id  for  all  practical  purposes  the  only  witness  the  defendant 
resented  in  the  trial.   Further,  Mr.  Calhoun  admitted  at  the 
rial  (Tr.  260  of  misuse  trial)  that  he  was  personally  receiving 
:  the  time  of  testimony  between  $20,000  to  $40,000  per  year 
1  royalties  from  the  defendant  under  the  agreement  which  trans- 
^rred  the  patent  in  suit.   In  appellant's  Brief  there  are 
2veral  instances  wherein  an  attempt  is  made  to  equate  alternating 
irrent  signal  and  pulses  by  using  those  words  in  the  alternative. 
See  page  10  beginning  in  the  second  paragraph  through  the  first 
Dmplete  paragraph  on  page  13  of  appellant's  Brief,  for  example). 
1  the  point  of  the  equivalence  between  alternating  current  as 
5  taught  and  claimed  by  the  patent  in  suit  and  the  detection 
E  a  slope  of  a  pulse  which  is  the  manner  of  operation  of  the 
Laintiff 's  machines  much  turned  upon  the  manner  of  operation 
c  the  LC  tuned  circuit  comprising  capacitor  80  and  coil  82 
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.n  the  '640  patent  (see  Figure  4  of  plaintiff's  Ex.  73).   Mr. 
:alhoun  testified  beginning  at  line  15,  Tr.  819  that  it  was 
.mpossible  to  employ  an  LC  tuned  circuit  alone  for  the  purpose 
»f  achieving  the  desired  goal  of  selecting  a  particular 
ilternating  current  frequency  indicative  of  a  foreign  particle. 
In  cross  examination  Mr.  Calhoun  backed  off  from  having  said 
hat  this  was  impossible  to  accomplish  by  an  LC  circuit  to  its 
eing  "difficult''  and  perhaps  'inconvenient. "  Based  upon  the 
estimony  of  Mr.  Ryde  beginning  at  page  Tr.  1690  of  the 
ranscript  through  Tr.  1693  that  he  sharply  disagreed  with  Mr. 
alhoun  even  that  it  was  inconvenient;  and  on  so  many  other 
oints  as  to  suggest  that  Mr.  Calhoun's  prejudice  in  this  case 
as  a  significant  factor  in  determining  what  he  said.   On  the 
ther  hand,  neither  Dr.  Griest,  nor  Mr.  Ryde  had  any  financial 
r  other  interest  in  the  case.   (See  Tr.  1920  as  to  Ryde). 

Another  important  aspect  of  the  testimony  regarding  the 
elationship  operation  of  the  circuit  of  the  patent  in  suit  to 
hat  of  the  plaintiff's  machines  should  be  considered.   Mr. 
alhoun  testified  during  his  direct  testimony  regarding  Ex.  73 
hat  certain  RC  circuits  labeled  A,  B,  C,  D  and  E  act  as 
ifferentiator  circuits  in  the  '640  machines  and  that  such 
ifferentiator  circuits  serve  to  "frequency  discriminate" 
ogether  with  the  LC  circuit.   This  was  in  an  attempt  to  draw 
n  analogy  to  the  several  differentiating  RC  circuits  in  the 
laintiff's  machines  to  show  that  the  patent  covers  the  same, 
t  is  interesting  to  note  that  of  all  of  the  RC  circuits 
estified  to  by  Mr.  Calhoun,  namely  A,  B,  C,  D  and  E,  that  none 

-34- 


:  them  were  considered  important  enough  to  have  been  described 

L  the  specification  other  than  to  designate  them  as  coupling 

rcuits,  in  passing.   (See  the  patent  in  suit  at  column  5, 

ne  3  through  5): 

"The  output  of  tube  68  is  applied  to  the 
alternating-current  amplifier,  which 
includes  tube  84  and  86,  which  are  coupled 
in  well-known  fashion  to  amplify  an  alter- 
nating-current signal." 

ne  of  the  resistor-capacitor  combinations  labeled  A,  B,  C,  D 

d  E  by  Mr.  Calhoun  in  his  testimony  in  Ex.  73  even  have 

rubers  on  them  in  the  patent  drawing.   Further,  since  a  good 

rtion  of  the  appellant's  case  centers  upon  the  sharp  contrast 

the  testimony  of  the  witnesses  for  the  plaintiff  and  Mr. 
Ihoun,  the  only  witness  on  this  point  for  the  defendant,  it  is 
ggested  that  the  trial  court  properly  found  for  the  plaintiff 

this  point  and  should  not  be  overruled  unless  its  finding  . 
s  clearly  erroneous.  Ryde  testified  commencing  at  Tr.  1467 
ne  11  through  Tr.  1477  line  7,  that  none  of  the  RC  circuits 

B,  C,  D  and  E  drawn  in  Ex.  73  serve  as  differentiating  cir- 

its.   This  is  an  exact  contradiction  to  Calhoun's  testimony 

garding  Ex.  73  on  this  point.   Within  this  above  excerpt 

I 

stimony  of  Mr.  Ryde  a  clear  statement  to  the  above  effect  is 

Dted  herebelow  (Tr.  1474  line  17  through  23): 

"Q  Do  you  agree  with  the  proposition  these 
RC  networks  A,  B,  C,  D,  E  and  F  --A,  B,  C,  D,  E,  -- 
act  as  differentiating  circuits  in  the  '640  system, 
in  accordance  with  its  teachings? 

A  No,  I  do  not.   1  don't  believe  an  engineer 
would  ever  use  them  as  differentiating  circuits 
within  the  teachings  of  the  patent." 
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In  addition,  Dr.  Griest,  another  eminently  qualified 

<pert,  testified  to  the  same  effect  at  Tr.  2123  line  22 

irough  Tr.  2124  line  4  which  reads  as  follows: 

"Q  Does  the  circuit  shown  in  the 
Calhoun  patent  and  described  in  the  specifi- 
cation disclose  or  suggest  differentiation 
or  slope  detection? 

A  No. 

Q  Are  the  RC  --  in  your  opinion  are  the 
RC  circuits  shown  in  the  Calhoun  patent  employed 
for  coupling  or  for  differentiation? 

A  They  are  employed  primarily  for  coupling." 
.80  in  Griest 's  testimony  on  this  point,  see  Tr.  2124  line  22 
irough  Tr.  2125  line  21. 

In  appellant's  Brief  still  another  attack  is  tangentially 
ide  on  this  finding  of  the  Court.   In  order  to  contend  that  the 
C.  tuned  LC  circuit  of  the  '640  patent  is  equivalent  to  an 
]   network  including  several  RC  circuits  (whose  values  are  chosen 
)  cause  differentiation,  i.e.,  slope  detection  to  occur)  appel- 
int  states  at  page  59  of  its  Brief:   "Plaintiff  uses  an  'RC' 
.rcuit  in  its  machine  for  frequency  selection  instead  of  an 
X'  circuit."  This  sentence  in  the  Brief  thus  assumes  that 
le  is  equivalent  to  the  other  in  the  context  under  consideration. 
le  evidence  strongly  points  the  other  way.   Beginning  at  Tr. 
'22,  line  19  through  Tr.  1529,  line  11,  in  particular  when 
ked  if  he  agreed  with  Mr.  Calhoun's  prior  testimony  that  by 
rying  the  value  of  an  RC  tuned  circuit  he  could  make  it  take 
actly  like  an  LC  tuned  circuit,  Mr.  Ryde  stated  at  line  17-21 
Tr.  1528:  .        . 

"A  No,  that  is  not  possible.   It  is  not 
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possible  to  take  an  RC  circuit  such  as  shown 
in  the  upper  right-hand  corner  of  Exhibit  0 
and  have  it  have  the  same  frequency  charac- 
teristics as  an  LC  circuit  shown  in  Exhibit 
76."   (emphasis  added) 

Still  further  to  this  point,  appellant  in  its  Brief  still 

page  59  went  on  in  the  next  sentence  to  state: 

"In  other  words,  an  inductance  'L'  in  the 

amplifier  of  the  '640  patent  is  changed 

to  a  resistance  'R'  in  the  amplifier  of  the 

San  Marino  machine." 
t  only  does  the  above  testimony  of  Ryde  squarely  refute  this  con- 
tion,  but  a  mere  glance  at  the  circuit  of  the  SME  machine 
age  ii  of  appendix  in  appellant's  Brief)  as  compared  to 
.  73  (the  circuit  diagram  of  the  '640  patent)  shows  how 
ry  different  they  are,  quite  beyond  the  fact  that  one  is  a 
cuum  tube  and  the  other  a  transistor  circuit.   Also  see  Tr. 
83-1689  where  Ryde  testifies  with  reference  to  the  claim 
nguage  giving  further  his  reasons  for  his  opinion  that  the 
plifier  in  the  '640  patent  and  the  appellee's  machines  are 
fferent . 

bment  (3)  -  (See  element  F  of  Exhibit  97) 

With  reference  to  this  element  the  table  which  follows 
3ws  the  relationship  between  and  the  places  where  these 
sments  are  discussed  by  the  Court  and  found  in  the  claims 
i3er  consideration. 
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Claim  Number 

Sub-Paragraph  of  Court's 
Finding  of  Fact 

Page  in  Record 

9 

(b) 

1949  and  1950 

20 

(a) 

1951 

21 

(a) 

1952 

24 

(a) 

1953 

This  element  in  each  of  the  claims  under  consideration 
DCS  not  find  its  counterpart  in  the  SME  machines.   Much  has 
2en  made  by  the  appellant  in  its  Brief  that  its  supposed 
ivention  combination  includes,  among  other  things  as  a 
alient  feature  thereof,  "a  centered  optical  system".   This 
mature  appears  to  find  itself  in  the  following  claims  of  those 
ider  consideration,  namely  9,  20,  21  and  24  (the  v?ording  in 
le  claims  differ  from  "centered  optical  system").   The  claims 
all  for  the  center  of  rotation  of  the  rotatable  means  as  being 
Lsposed  in  the  areas  defined  by  the  bottom  of  the  container, 
lile  in  the  claims  under  consideration  the  term  "center  of 
station"  rather  than  "axis  of  rotation"  is  employed  (other 
Laims  in  the  patent  employ  the  term  axis  rather  than  center 
len  referring  to  rotation,  see  for  example  claim  13)  the 
irm 'henter  of  rotation" is  used  to  modify  the  term  rotatable. 
Dviously  the  rotatable  means  in  the  '640  system  (See  Ex.  61) 
5  the  lens  and  reticle,  neither  of  which  are  contained  within 
le  area  defined  by  the  bottom  of  the  container,  but  instead  are 
-sposed  thereabove.   To  make  sense  of  this  term  in  the  claim 
lerefor  it  is  assumed  that  v;hat  was  meant  to  be  said  is  that 
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he  axis  of  rotation  rather  than  the  center  of  rotation  is  with- 
n  the  area  defined  by  the  bottom  of  the  container.   Support 
or  this  view  is  found  in  Ex.  96;  there  reference  is  made 

0  specific  sections  of  the  file  history  wherein  the  applicant 
tirough  its  attorney  in  advancing  the  allowability,  of  what 
ecame  claim  20  in  the  patent,  that  the  axis  of  rotation  was 
Lthin  the  periphery  of  the  bottle  being  tested.   John  Ryde 

1  his  testimony  commencing  at  line  1,  Tr.  1674  through  line  15, 
S..  1677  explained  why  the  element  under  consideration  in  the 
Laims  of  the  patent  should  be  construed  as  meaning  axis  of 
Dtation  of  the  reticle. 

Lement  (4)  -  (See  element  G  of  Exhibit  97) 

With  reference  to  this  element  the  table  below  shows  the ■ 
slationship  between  and  the  places  where  these  elements  are 
Lscussed  by  the  Court  and  found  in  the  claims  under 
Dnsideration. 


Claim  Number    Sub-Paragraph  of  Court's 

Finding  of  Fact 

Page  in  Record 

18 
21 

(a) 
(b) 

1950 
1952 

This  element  in  each  of  the  claims  under  consideration  does 
3t  find  its  counterpart  in  the  SME  machines.   The  element  under 
Dnsideration  states  that  the  area  scanned  at  any  instant  is 
jbstantially  greater  than  the  size  of  the  particle  in  the 
Dntainer.   In  fact,  in  the  SME  machines  the  area  scanned  is 
etermined  by  the  reflecting  mirror  line.   In  the  SME  machines 
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e  size  of  the  scanned  area  therefor  is  1/32"  (the  width 

the  line)  by  15/16"  (the  length  of  the  line).   This  is 

jal  to  X)293  square  inches.   This  was  testified  to  by  Mr. 

some  (line  5  through  11  of  Tr.  1071).   The  size  of  the  smal- 

3t  particle  which  can  be  detected  by  the  SME  machine  is  1/8" 

diameter  which  is  an  area  of  0.0123  square  inches. 

Thus,  the  area  being  s:;anned  at  any  instant  is  not  neces- 

:ily  substantially  greater  than  the  size  of  the  smallest 

rticle  to  be  scanned.   In  a  typical  case,  the  particle  is  of 

i   order  of  0.0625  square  inches  which  is  greater  than  the  size 

the  area  to  be  scanned  rather  than  less  which  is  called  for 

this  element  of  the  '640  claims.   John  Ryde  testified  in 

mection  with  plaintiff's  Ex.  97  beginning  at  Tr.  1679: 

"A  This  chart  is  intended  to  show  in 
a  concise  fashion  the  various  elements  of 
claims  that  limit  the  '640  patent  and 
where  they  are  not  found  in  the  SME  303 
machine. " 

ment  (5)  -  (See  element  E  of  Exhibit  97) 

With  reference  to  this  element  the  table  below  shows  the 
Lationship  between  and  the  places  where  these  elements  are 
icussed  by  the  Court  and  found  in  the  claims  under 
isideration. 


Claim  Number  [     Sub-Paragraph  of  Court's    Page  in  Record 


Finding  of  Fact 


18 


(d) 


1951 


2P (c) 1951 
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This  element  in  each  of  the  claims  under  consideration 
loes  not  find  its  counterpart  in  the  SME  machines.   Ex.  97 
md  Ryde's  testimony  in  connection  therewith  regarding 
Itemating  current  level  detection  at  page  Tr.  1679  et.  seq. 
s  evidence  of  the  non-inclusion  of  element  (e)  (which  is  called 
or  by  claims  18  and  20  of  the  patent  in  suit)  from  the  plain- 
iff's  machines.   In  addition,  Ryde  testified  that  the  tuned 
ircuit  is  level  sensitive  (See  Tr.  1459  line  1  through  Tr. 
460  line  19.   Also  see  Ryde's  testimony  Tr.  1423  commencing 
t  line  16,  where  the  witness  is  testifying  with  reference  to 
X.  65,  through  page  Tr.  1454  line  23).   Also  Ex.  77  was 
xplained  by  Mr.  Ryde  for  purposes  to  draw  an  analogy  between 
he  LC  tuned  circuit  of  the  patent  in  suit  and  a  weight  and 
pring  (plaintiff's  Ex.  77)  to  show  that  it  is  necessary  to, 
ithin  the  concept  of  the  '640  patent  and  as  called  for  by  the 
laims  at  issue,  to  build  up  to  a  certain  magnitude  or  level  a 
ignal  of  a  predetermined  frequency  in  order  to  detect  the 
resence  of  a  small  particle  by  the  '640  machine.   In  an  exchange 
etween  the  Court  and  the  witness  commencing  at  Tr.  1450  line  1 
t  is  clear  that  the  witness'  testimony  supports  the  Court's  find- 
-ng  that  the  '640  patent  requires  the  build  up  to  a  predetermined 
evel  or  magnitude  of  the  A.C.  signal  at  a  particular  frequency. 

lement  (6)  -  (See  element  A  of  Exhibit  97) 

With  reference  to  this  element  the  table  below  shows  the 
elationship  between  and  the  places  where  this  element  is 
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liscussed  by  the  Court  and  found  in  the  claim  under 
;onsideration. 


Claim  Number 

Sub-Paragraph  of  Court's 
Finding  of  Fact 

Page  in  Record 

24 

(b) 

1953 

This  element  in  the  claim  under  consideration  does  not 

ind  its  counterpart  in  the  SME  machines.   The  SME  machines 

o  not  include  a  scanning  means  (disc  or  reticle)  having 

Iternate  opaque  and  translucent  areas.   That  is,  plaintiff's 

achines ,  if  the  mirrored  line  be  considered  equivalent  to  a 

ransparent  area,  still  do  not  have  more  than  one  such  area 

nd,  therefore,  they  do  not  have  areas.   Support  for  this  finding 

ay  be  found  in  plaintiff's  Ex.  97  which  was  testified  to  by 

yde  at  Tr.  1679  through  Tr.  1681.   Additionally,  Calhoun's  own 

atent  No.  3,283,898,  Ex.  54  in  evidence,  states,  commencing 

t  line  39,  column  1  through  line  50  of  column  1: 

"--though  generally  satisfactory,  has  a 
number  of  limitations  with  respect  to  the 
sensitivity  of  the  photoelectric  scanning 
means.   First,  the  sensitivity  varies 
across  the  scanning  field,  being  lowest  at 
the  center  of  the  rotating  reticle,  and 
second  the  overall  sensitivity  of  the 
scanning  means  is  low  because  the  particle 
blocks  only  a  small  part  of  the  light  from 
the  bottle  through  the  reticle.   One  half 
of  the  available  light  is  transmitted  through 
the  reticle  because  a  number  of  transparent 
sectors  are  required  to  a  signal  suitaibe  tor 
processing."  (emphasis  added) 

yde  testified  beginning  at  Tr.  1431  line  2  through  the  testimony 
n  this  point  at  Tr.  1548  line  16  that  the  '640  patent  required 
or  its  teachings  and  as  called  for  by  the  element  under 
onsideration  that  the  reticle  have  at  least  two  alternate 
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paque  and  translucent  areas.   The  Court  aptly  summed  up  Ryde's 

BStimomy  between  the  above  pages  of  the  transcript  as  follows 

t  lines  14  through  16  of  Tr.  1548: 

"THE  COURT:   So  your  point  is  you  want 

to  have  at  least  two  dark  and  at  least  two  like 

spokes. 

THE  WITNESS:   This  is  correct." 

4.   Additional  Bases  For  Affirming  The 
Court's  Finding  of  Non-Infringement 

a.   Table  Of  Elements  Of  Claims 

Lement  (1)  -  (See  element  A  of  Exhibit  97) 

Claim  7 : 

This  element  does  not  specifically  appear  in  the  wording 

of  the  claim. 
Claim  9; 

This  element  does  not  specifically  appear  in  the  wording 

of  the  claim, 

Lement    (2)    -    (See   element   B  of  Exhibit    97) 

Claim   7 : 

"optical  means  for  sequentially  and  cyclically  coupling  the 
light  from  different  areas  of  the  bottle  to  said  photocell 
means  where  the  different  areas  include  the  center  of  the 
bottle  and  progressive  portions  of  the  periphery  of  the 
bottle"   (emphasis  added) 

Claim  22: 

"optical  means  for  sequentially  and  cyclically'  coupling  the 
light  from  ditferent  areas  ot  the  bottle  to  said  ptiotoceii 
means,"   (emphasis  added) 
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claim  23: 


"optical  means  for  sequentially  and  cyclically  coupling  the 
light  ffom  different  areas  of  the  bottle  to  said  photocell 
means ,  "  (emphasis  added) 


lement  (3)  -  (See  element  E  of  Exhibit  97) 

Claim  7: 

"inspection  circuit  means  coupled  to  said  photocell  means 
and  constructed  to  reject  a  bottle  when  the  output  is  an 
alternating  signal  and  further  constructed  to  reject  a 
bottle  when  the  electrical  signal  output  from  said  photo- 
cell means  is  below  a  predetermined  level,  said  inspection 
circuit  means  being  further  constructed  to  pass  a  bottle 
when  the  electrical  signal  output  from  said  photocell 
means  is  both  above  the  predetermined  level  and  a  direct 
current  signal  but  adapted  to  reject  a  bottle  if  the 
output  is  an  alternating  current  signal"   (emphasis  added) 

Claim  22: 


"further  constructed  to  reject 

a  bottle  when  the  elec- 

trlcal  signal  output  from 

said 

photocell  means  is  below 

a  predetermined  level;  said  inspection  circuit  means 
being  further  constructed  to  pass  a  bottle  when  the 

electrical  signal  output  from  said  photocell  means  is 

both  above  the  predetermined  level  and  a  direct  current 
signal  but  adapted  to  reject  a  bottle  if  the  output  is 
an  alternating  current  signal  even  if  the  average  output 
is  above  the  predetermined  level."   (emphasis  added) 

[.ement  (4)  -  (See  element  F  of  Exhibit  97) 

Claim  18: 

"light  responsive  means  Including  a  light  coupler 
rotatable  on  a  center  within  the  periphery  of  ttie 
j    container"(emphasis  added)  | 

b.   Evidence  of  Non-Infringement 

Eement  (1)  -   (See  element  A  of  Exhibit  97) 

Before  undertaking  a  review  of  Claim  7  it  would  be  well 

Vf   note  that  this  claim  of  the  patent  was  originally  designated 

a  Claim  24  in  the  continuation  application  (Ex.  41).   It  was 
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rejected  in  the  first  office  action  by  the  Examiner  and  was 
allowed  in  the  second  office  action  after  amendment  to  the 
:laim  was  made  at  page  367  of  the  file  history. 

In  the  discussion  of  Claims  23  to  26  of  the  continuation 
ipplication  (therefor  including  Claim  24  which  ultimately 
)ecame  Claim  7  of  the  patent)  the  attorney  for  Meyer  stated  in 
:he  file  history  at  page  374: 

"Claim  23  to  26  inclusive,  are  allowable 

over  the  references  for  substantially 

the  same  reasons  as  discussed  above  with 

respect  to  claims  15  and  21  inclusive." 

In  discussing  Claims  15-21  at  pages  373  and  374  of  the 

i. 
lie  history,  the  attorney  for  the  Meyer  company  states  that: 

"None  of  the  references  discloses  a  system 

including  scanning  means  having  a  member 

with  alternate  opaque  and  translucent 

I       areas--". 

his  latter  limitation  does  not  find  itself  in  Claim  24,  but  must 

viewed  as  in  effect  being  present  by  application  of  the 

octrine  of  "file  wrapper  estoppel".   (See  the  trial  court's 

pnclusion  of  Law  19,  R.  1957).   It  should  further  be  pointed 

Lit  that  at  page  374  of  the  file  history  the  attorney  stated, 

"None  of  the  references  disclose  a  system  in 
which  the  progressive  areas  are  scanned  where 
the  progressive  areas  include  the  center  and 
progressive  portions  of  the  periphery  of  the 
bottle,  applicant  obtains  increased  and  simpli- 
fied structures  relative  to  the  system  discussed 
in  the  references  including  the  system  discussed 
by  Stoate." 
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Element  (2)  -  (See  element  B  of  Exhibit  97) 

In  attempting  to  persuade  the  Court  that  this  element  of 
the  claims  does  not  find  its  counterpart  in  the  SME  machines, 
plaintiff  first  had  to  make  a  determination  as  to  the  meaning 
Df  this  element  ("sequentially  and  cyclically.  .  .")  as  there 
.5  no  reference  to  it  either  in  the  specification  of  the  patent 
.n  suit,  nor  in  the  file  history.   In  Ex.  93  appellee  presented 
?hat  it  believed  to  be  a  reasonable  interpretation  of  the 

imbiguous  language;  as  thus  construed  it  shows  that  it  does  not 

I 

:over  the  operation  of  the  SME  machines.   To  the  extent  that 

;he  term  can  be  understood,  it  appears  to  require  that  the 
reticle  rotates  at  least  5/7  of  a  revolution  (with  a  7  spoke 
reticle).   Even  if  it  be  conceded  that  the  mirrored  line  of  the 
5ME  machines  is  equivalent  to  the  '640  machine  after  one 
revolution  of  the  mirrored  line,  the  subsequent  scanning  infor- 
mation is  irrelevant ,   Again,'  this  is  pointed  out  in  Ex.  93  and 

lyde's  testimony,  Tr.  1660  to  Tr.  1665.   Indeed,  the  Court  after 

I 

laving  had  it  pointed  out  that  this  element  had  no  counterpart 

.n  the  specification  stated  at  Tr.  1665  lines  15  through  17  as 

follows: 

".  .  .and  I  am  going  to  serve  notice  that  I  am 

going  to  ask  somebody  for  your  interpretation  of 

what  sequentially  and  cyclically  means." 

■.t  is  submitted  by  appellee  that  that  challenge  was  never  met  by 

:he  appellant  and  that  the  Court  ought  to  have  found  the  absence 

)f  this  element  in  the  SME  machines  called  for  by  each  of  the 

:laims  which  includes  it^  therefore,  it  is  another  basis  for 

{ 

Jhowing  avoidance  of  infringement  with  respect  to  the  claims  of 
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the  patent  in  suit. 

Element  (3)  -  (See  element  E  of  Exhibit  97) 

The  trial  court  made  no  specific  finding  of  the  presence 
or  absence  of  this  element  in  Claims  7  and  22.   However,  this 
element  clearly  appears  in  these  two  claims  as  may  be  readily 
seen  from  the  claims  themselves  and  by  reference  to  Ex.  97. 
This  element  does  not  find  its  counterpart  in  the  SME  machines 
and  the  reasons  therefor  are  discussed  in  appellee's  Brief  at 
pages  40  and  41  in  connection  with  the  argument  regarding 
element  5  of  the  table  entitled  "Support  In  The  Record  For  The 
Court's  Finding  Of  Non-Infringement." 

Element  (4)  -  (See  element  F  of  Exhibit  97) 

The  trial  court  made  no  specific  finding  of  the  presence 
or  absence  of  this  element  in  Claim  18.   However,  this  element 
clearly  appears  in  the  claim  as  may  be  readily  seen  from  the 
claim  itself  and  by  reference  to  Ex.  97.   This  element  does  not 
find  its  counterpart  in  the  SME  machines  and  the  reasons  there- 
for are  discussed  in  appellee's  Brief  at  pages  37-39  in  con- 
nection  with  the  argument  regarding  element  3  of  the  table 
entitled  "Support  In  The  Record  For  The  Cpurt's  Finding  Of 
Non-Infringement." 

5.   Scope  To  Be  Afforded  To  The  Claims 
The  appellant  has  argued  that  the  trial  court  should 
have  given  broader  coverage  to  the  claims  in  suit.   Appellant 
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contends  that  "single  spoke  reticles"  (appellant's  Brief  page 
55)  and  "RC  circuits"  (appellant's  Brief  page  59)  were  used 
by  the  inventors  of  the  '640  patent  prior  to  filing  their 
application  at  the  Patent  Office.   It  should  be  stressed  that 
all  the  evidence  introduced  on  these  points  at  the  trial  come 
from  Calhoun,  one  of  the  patentees  and  a  financially  interested 
party  in  the  present  litigation. 

The  Court,  however,  acting  fairly  and  with  prudence 
analyzed  the  defendant-appellant's  contentions  and  came  to  the 
conclusion  that  the  language  of  the  patent  and  file  history  did 
not  support  a  broader  invention  than  that  disclosed  and  claimed. 
Ryde  testified  as  an  uninterested  witness  as  to  why  single  spoke 
reticles  (Tr.  1548)  and  differentiating  RC  networks  (Tr.  1467) 
were  not  within  the  contemplation  of  the  '640  patent.   In  fact 
Calhoun  himself  in  his  patent  No.  3,283,898  at  column  1,  lines 
47-50  (Ex.  54)  indicates  that  his  machine  would  not  operate  satis- 
factorily with  a  single  spoke  reticle.   As  far  as  the  equivalency 
of  RC  and  LC  circuits,  Ryde  (Tr.  1528)  and  Griest  (Tr.  2272) 
clearly  testified  that  differentiating  RC  circuits  and  tuned  LC 
pircuits  are  not  interchangeable  in  the  Calhoun  and  San  Marino 
nachines.   In  fact  Ryde  (Tr.  1528)  testified  that  the  Calhoun 
iievice  would  not  operate  with  an  RC  circuit.   The  appellant  cites 
rhe  Neff  Instrument  Corp.  v.  Cohu  Electronics,  Inc.,  298  F.2d  82 
(9th  Circuit  1961)  for  authority  that  LC  &  RC  circuits  are  equiva- 
lent.  The  Neff  case  made  no  such  finding;  it  stated  at  page  89: 
I'LC  and  RC  filters  are  both  capable  of  doing  the  same  job." 
(emphasis  added )The  above-mentioned  testimony  by  Griest  &  Ryde  suppac 

i 
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the  position  that  LC  and  RC  circuits  are  not  equivalent.   For 
example,  one  cannot  replace  an  LC  tuned  circuit,  as  used  in  the 
'640  patent,  with  the  RC  differentiating  circuits  used  in  the 
appellee's  machines.  (Tr.  1528,  2272)   The  present  case  does  not 
deal  with  filters  and,  therefore,  the  Neff  case  is  not  applicable. 
The   patent  discloses  selection  of  an  A.C.  signal  of  a  particular 
frequency  by  a  tuned  circuit  (LC) .   (Ex.  10  column  4  lines  54- 
60  and  Ex.  92)   The  claims  must  be  interprted  in  light  of  the 
specification. 

A  patent  and  its  scope  must  be  limited  to  some  discernible 
standard.   A  patent  is  a  legal  document,  in  the  form  of  a  con- 
tract, which  contains  claims  that  define  the  patentee's  monopoly. 
rhe  public  is  entitled  to  know  what  area  of  technology  is  within 
the  patent  monopoly  grant  and  what  area  is  available  to  them  to 
advance  the  state  of  the  act.   The  Courts  have  long  held  that 
the  claims  of  a  patent  define  the  scope  of  the  patent  grant. 

■(Universal  Oil  Products  v.  Globe  Oil  &  Refining  Co.,  322  U.S.  471) 

j 

j    •  In  Stallman  v.  Casey  Bearing  Company.  Inc..  244  F.  2d  905, 

)08  (9th  Circuit  1955)  cert,  denied  355  U.S.  864  the  Court  stated: 

I   . 

'It  is  the  claim,  of  course,  which  measures  the  grant  to  the 

)atentee." 

In  Del  Francia  v.  Stanthony  Corp.,  278  F.2d  745,  745  (9th 

Circuit  1960)  the  Court  said: 

"The  general  rules  of  patent  claims  construction 
are  well .settled.   A  patent  is  thus  construed  as  a       ■ 
contract ,  with  the  intent  of  the  parties  uppermost 
so  as  to  give  effect  to  their  legitimate  expectations 
-k-kic-k-}<-}<     The  claims  are  a  measure  of  the  monopoly 

granted  to  the  inventory,  and  they  can  never  be 

broader  than  the  invention  disclosed  to  the  public. 
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Finally,  the  specification  and  drawings  must  be 
looked  to  in  order  to  properly  grasp  the  invention 
or  explain  any  ambiguity  in  the  claims.   The  speci- 
fication may  not  be  used  to  enlarge  any  claim, 
but  can  be  used  to  limit  any  claim."  (emphais  added) 

At  749,  the  Court  continues: 

".  .  .if  the  doctrine  of  equivalents  is  to  apply, 
it  is  well  to  bear  in  mind  the  classic  definition 
which  requires  the  accused  device  to  perform  sub- 
stantially the  same  function  in  substantially  the 
same  way  to  obtain  the  same  result  as  that  claimed 
for  the  patented  items." 

I     The  trial  court  correctly  interpreted  the  claims  of  the 

640  patent  in  finding  that  a  single  spoke  reticle  and  RC  network 

or  use  in  differentiating  circuits  were  not  within  the,  scope 

f  the  claims  and  were  not  described  in  the  specification, 

urthermore,  the  doctrine  of  equivalents  did  not  apply  (Con- 

lusion  of  Law  21  R.  1958)  because  as  discussed  above,  the 

ingle  spoke  reticle  and  RC  networks  used  by  the  San  Marino 

achines  did  not  function  and  could  not  function  in  the  same  way 

p  obtain  the  same  results  as  taught  by  the  '640  patent. 


Also,  Cries t  testified  that  the  functions  of  the  San  Marino 
lachines  and  the  '640  machine  were  "substantially  dissimilar"  and 
hat  "They  accomplish  their  purpose  by  dissimilar  means."   (Tr. 
099-2100)   Therefore,  any  attempt  to  equate  the  overall 
operation  of  appellee's  machine  with  that  taught  by  the  '640 
latent  under  the  doctrine  of  equivalents  is  unfounded. 

The  appellant  was  able  to  broaden  the  claims  of  the  '640 
latent  by  means  of  filing  a  continuation  application.   The  claims 
iresented  in  the  continuation  attempted  to  cover  machines  then 
^  the  market  and  not  within  the  scope  of  the  claims  originally 


i 

i 

i 


Icesented.   The  appellee  had  contended  that  such  claims  were 
Johnny  Come  Lately"  claims  and  should  have  rendered  the  patent 
ciyalid.   However,  in  any  event  to  allow  appellant  to  make  his 
(Laims  even  broader  by  reading  on  structure  not  disclosed  any- 
aere  in  the  patent  or  file  history  would  be  inequitable  to  the 
jiblic  interest. 
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B.   Validity 

1.   Introduction 

The  District  Court  correctly  found  that  the  claims 
n  issue  were  invalid  as  not  meeting  the  statutory  requirements 
f  35  U.S.C.  103. 

In  order  for  a  patent  to  be  valid,  the  invention 
jst  be  new,  useful  and  unobvious.   (35  U.S.C.  101,  102  and  103) 

) 

.le  Court  determined  that  the  Calhoun  patent,  U.  S.  Patent  No. 

L 133, 640,  contained  claims  which  were  invalid  as  being  obvious 

Oder  35  U.S.C.  103.   The  claims  the  Court  found  to  be  invalid 

C2re  Cliiims  7-15  inclusive  and  17-24  inclusive  which  were  all 

ne  claims  at  issue  before  the  District  Court. 

35  U.S.C.  103  reads  as  follows: 

"A  patent  may  not  be  obtained 
though  the  invention  is  not  identically 
disclosed  or  described  as  set  forth  in 
section  102  of  this  title,  if  the 
differences  between  the  subject  matter 
sought  to  be  patented  and  the  prior  art 
[i  are  such  that  the  subject  matter  as  a 

whole  would  have  been  obvious  at  the 
time  the  invention  was  made  to  a  person 
having  ordinary  skill  in  the  art  to  which 
said  subject  matter  pertains.   Patent- 
ability shall  not  be  negatived  by  the 
manner  in  which  the  invention  was  made." 

The  following  discussion  presents  some  of  the 

s.pport  in  the  record  for  maintaining  the  Court's  finding  of 

J 

iiValidity  as  well  as  the  case  law  that  has  developed  in 

Gterminini^  the  relevant  prior  art,  obviogsness,  and  the  weight 

t'  be  accorded  to  the  trial  court's  determination  of  invalidity. 
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2.   Analogous  Art  Question 

The  Court,  determined  that  "The  nature  of  the  art 
e  are  here  concerned  with  is  the  detection  of  foreign  objects 
n  a  field  of  view  by  electro-optical  techniques,  rather  than 
eing  limited  to  the  bottle  inispection  field."   (Finding  of  Fact 
I,  R.  1941)  . 

The  Court  also  found  that  electro-optical  systems  for 
he  detection  of  objects  in  the  sky,  detection  of  material 
oving  on  a  conveyor,  detection  of  the  presence  of  objects 
oving  on  the  ground,  and  detection  of  objects  in  a  container, 
,11  are  systems  which  reside  in  an  analogous  art,  and  such 
iystems  employ  similar  elements  in  a  similar  relationship  for 

1! 

j  similar  purpose.   (See  Finding  of  Fact  10;  R.  1941-1942). 

These  Findings  of  Fact  by  the  trial  court  are 
jpported  by  the  weight  of  evidence  and  testimony  before  the 

urt.   It  is  quite  clear  that  technically  trained  people  are 
ot  limited  to  the  use  of  scientific  principles  to  accomplish 
j  single  end  use  (e.g.,  bottle  inspection).   Therefore,  the 
ontention  by  the  Appellant  (Appellant's  Brief,  page  37)  that 

e  only  field  of  pertinent  art  is  the  bottle  handling  field  is 
erroneous  and  not  supported  by  the  weight  of  authority  in  this 
(Lrcuit  or  any  other  Circuit. 

!  For  example,  in  Stearns  vs.  Tinker  and  Rasor,  220 

^^2d  49  (9th  Circuit,  1955)  at  56-7,  the  Court  said. 
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"The  rule  laid  down  by  many  of  the 
authorities  is  that  whether  arts  or 
uses  are  analogous  depends  upon  the 
similarity  of  their  elements  and 
purposes .   It  is  said  that  if  the 
elements  and  purposes  in  one  art  are 
related  and  similar  to  those  in 
another  art  and  because  and  by  reason 
of  that  relation  and  similarity  make 
an  appeal  to  the  mind  of  a  person 
having  mechanical  skill  and  knowledge 
oF  the  purposes  of  tITe  other  art  then 
such  arts  must  be  said  to  be  analogous; 
and  if  the  converse  is  true,  they  are 
not  analogous."   (Emphasis  added) 

In  Aerotec   Industries  vs.  Pacific  Scientific  Co. , 

81  F.2d  795  (9th  Circuit,  1967),  the  Court  stated  after 

eviewing  the  similarity  of  the  devices  involved, 

"We  cannot  believe  that  if  Appellee's 
skilled  engineers,  knowing  nothing  at 
all  about  trolley  catchers  or  the 
trolley  catchers  patents,  had  devised, 
for  holding  a  man  in  his  seat  in  an 
airplane,  the  precise  type  of  reel  and 
mechanism  described,  say,  in  Ham,  they 
could  get  a  valid  patent  on  it.   Yet 
I  that  is  what  Appellee's  argument  amounts 

!  to.   As  the  Supreme  Court  said  in 

Graham  vs.  John  Deere  Co.,  383  U.S.  1 
j  at  36: 

'it  is  also  irrelevant  that 
no  one  apparently  chose  to 
avail  himself  of  knowledge 
I  stored  in  the  Patent  Office 

and  already  available  by  the 
simple  expedient  of  conducting 
a  patent  search  --  a  prudent 
I  and  nowadays  common  preliminary 

to  well  organized  research. '" 

The  appellant  contends  that  the  only  field  of  pertin- 

nt  art  is  the  bottle  inspection  art  (Appellant's  Brief,  pgs.  42- 

^)) »  This  type  of  reasoning  does  not  agree  with  the  manner  in  whicl 

lichnical  problems  are  solved.  Scientific  principles  lend  themselves 
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='xploitation  by  skilled  men  in  any  art  and  there  can  be  no 
artificial  classification  of  relevant  art  by  reference  to  a 
particular  type  of  end  use. 

The  Patent  Office  realizing  that  men  skilled  in  the 
various  arts  solve  problems  in  different  technical  areas  by  the 
itilization  of  the  same  scientific  principles  classifies  patents 
Ln  areas  that  utilize  the  same  essential  functions. 
I  In  the  Index  to  Classification  printed  by  the  U.  S. 

department  of  Commerce  (Patent  Office) at  page  I,  dated  July, 

li 

L967,  the  following  is  stated, 

"As  all  patentable  law  or  instruments 
are  created  for  an  ulterior  utility, 
the  characteristics  selected  as  the 
basis  of  classification  is  that  of 
essential  functions  or  effect.   Arts 
or  instruments  having  like  functions, 
producing  like  products,  or  achieving 
like  efrects  are  brought  together; 
but  the  functions  or  effects  that  serve 
as  a  basis  of  classification  must  be 
proximate  or  essential,  not  remote  or 
accidental."   (emphasis  added) 

In  the  Appellant's  brief  at  page  40,  it  is  stated, 

"Plaintiff  did  not  introduce  any 
evidence  through  plaintiff's 
experts  Husome,  Ryde  and  Griest  or 
through  plaintiff's  cross-examination 
of  Calhoun,  to  show  that  the  two 
fields  are  analogous.   In  the  complete 
absence  of  any  such  evidence  and  their 
obvious  remoteness  from  the  business 
standpoint,  Appellant  submits  that  the 
District  Court  erred  in  considering 
the  missile  and  star  tracking 
technology  as  relevant  prior  art  to 
a  bottle  inspection  patent."   (emphasis 
added) 
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pt'eiuasi. '  ii  sLatement  is  contrary  to  the  record.   Ryde  at 

r.  1382-1391,  and  Griest  at  Tr.  2333-2334,  2150-2151  both 

estified  that  the  problems  to  be  solved  with  respect  to  bottle 

nspection  make  use  of  basic  principles  that  are  catagorized 

s  electro-optical  techniques.   At  Tr.  2334,  Dr.  Griset  testified 

s. to  what  a  group  of  engineers  at  Highes  Aircraft  Co.  thought 

oout  the  similarity  of  the  technologies  involved.   The  following 

s  an  excerpt: 

"The  subject  of  our  conversation  was 
Mr.  Williams  leaving  the  company,  and 
we  were  joking  about  the  fact  to  us  it 
was  completely  obvious.   If  you  could 
find  an  airplane  in  the  sky  you  could 
certainly  find  a  piece  of  dirt  in  a 
bottle  by  the  same  technology.   The 
subject  of  the  joke  was  not  the 
difficulty,  the  fact  it  was  not 
obvious  to  us,  but  it  was,  rather,  that 
it  was  sort  of  like  breaking  a  peanut 
with  a  sledge  hammer." 

I:   Tr.  2150-2151  Griest  testified  as  follows: 

"Q.  (Roston)   Now,  would  you  expect 
an  engineer  of  ordinary  skill  in  the  electro 
optical  scanning  and  detection  art  in 
1957  to  be  able  to  adapt  the  system 
of  Biberman  to  inspect  bottles  if  given 
I  the  problem? 

A.   (Griest)   I  would.   I  have  tried 
to  use  language  which  indicated  the  way 
I  think  most  engineers  would  think 
j         about  this.   A  circuit  engineer,  at 

least  an  engineer  interested  in'  physics 
rather  than  the  particular  application 
would  judge  this  to  be  a  device-- 

THE  COURT:   Indicating  the  Biberman 
device. 

THE  WITNESS:  (Griest)  --the  Biberman 
device--to  be  a  way  of  responding  to  any 
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anomaly  in  the  field  of  view,  and  I  don't 
think  it  would  matter  much  whether  the 
anomaly  was  an  airplane  in  the  sky  or  a 
spot  in  the  bottom  of  a  milk  bottle  if  it 
were  in  the  field  of  view  of  the  device,  and 
then  it  would  seem  to  me  that  an  engineer 
who  did  understand  this  would  think  if  it 
were  suggested  to  him,  that  he  look  at  the 
bottle  problem--!  think  one  of  the  things 
he'  might  do  after  he  read  the  prior  art 
would  be  to  say  to  himself,  'VJhy  not  put 
the  Biberman  device  so  it  will  look  down 
the  neck  of  the  bottle  and  then  make  the 
corresponding  changes  which  would  adapt 
it  to  this  requirement?'" 

As  pointed  out  above  in  the  statement  from  the 

dex  to  Classification,  the  arts  are  classified  by  like 

"nctions  or  like  effects.   The  trial  court  correctly  found 

ised  on  the  evidence  introduced  that  the  problem  to  be 

lived  was  not  unique  to  "bottle  inspection"  but  was  rather 

ipart  of  the  more  general  technical  area  concerned  with  the 

Itection  of  objects  in  a  field  of  view  by  electro-optical 

:chniques.   The  above  testimony  of  Ryde  and  Griest  and  other 

rjLdence  which  will  be  discussed  below  indicate  that  the  Court 

•Dperly  defined  the  scope  of  the  relevant  prior  art. 

The  File  History  (Ex.  41)  cf  the  present  patent  at  p.  455 

icates  the  areas  searched  by  the  Patent  Examiner,  who  may  be 

i^sidered  as  a  man  skilled  in  the  art.   The  fields  examined 

the  Examiner  are  listed  below: 

Class  209  Classifying,  separating  and 

assorting  solids 

Class  250  Radiant  energy 

Class  88  Optics 

Class  340  Electrical  communications 
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t  is  also  interesting  to  note,  for  example,  that  the  Gullikson 
atent  (Ex.  120)  and  Biberman  Patent  (Ex.  49)  are 
lassified  in  the  same  class,  namely  Class  88  Optics,  yet  the 
ullikson  patent  deals  with  bottle  inspection  and  the  Biberman 
ith  the  location  of  an  airplane  in  the  sky. 

The  Patent  Examiner  in  performing  his  search  (see 
ages  361  and  402  of  Ex.  41)  cited  references  having  the 
pllowing  titles: 

"Photo  Electric  System"  -  U.  S.  Patent  No.  2,016,036  (Ex.  43B) ; 

"Apparatus  For  Deteching  Foreign  Bodies  in  Transparent 

Vessels"  -  U.  S.  Patent  No.  2,947,877  (Ex.  43C)  ; 

Photoelectric  Inspection  Device",  U.  S.  Patent  No.  3,395,482 

(Ex.  43D); 

"Photoelectric  Sizing  Mechanism"  -  U.  S.  Patent  No.  3,415,174 

(Ex.  43E); 

"Electronic  Inspection  Apparatus"  -  U.  S.  Patent  No.  2,798,605 

(Ex.  43F); 
'    "Radiant  Energy  Sensing  System"  -  U.  S.  Patent  No.  2,820,906 

(Ex.  43G); 

"Target  Scanning  System"  -  U.  S.  Patent  No.  2,931,912  (Ex.  43  H 

"Diffraction-Type  Interrupter"  -  U.  S.  Patent  No.  2,956,170 

(Ex.  431) ;  and, 

"Goniometer  With  Image  Analysis  By  Frequency  Modulator"  -  • 

U.  S.  Patent  No.  2,967,247  (Ex.  43j) . 

As  can  be  seen  from  the  above  list  of  titles,  the 
pirtinent  art  area  is  much  broader  than  appellant  contends.   In 
fct,  all  the  patents  deal  in  general  terms  with  scientific  function 
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and  effects  and  not  usually  a  single  type  of  application. 

Further,  the  Examiner  contended  throughout  the 
prosecution  of  the  '640  patent  (Ex.  41,  pages  402-403)  that  all 
the. art  cited  was  pertinent  and  the  claims  presented  had  to  be 
construed  in  view  of  the  art  cited  in  order  to  advance  the 
prosecution  of  the  case  at  the  Patent  Office, 

It  is  also  interesting  to  note  the  actual  areas 

from  which  the  art  cited  by  the  Examiner  was  found.   In  the'tj.  S. 

patent  Office  Classification  Definitions"  the  areas  in  which 

oertinent  art  was  found  were  defined  as  follows:   Class  209, 

{Subclass  111  (Ex.  41,  page  361)  : 

"Methods  and  means  under  subclass  72 

for  automatically  assorting  articles 

according  to  color.   Generally  such  methods 

and  means  involve  the  effect  of  light 

reflected  from  or  transmitted  through  the 

respective  articles  upon  selenium  cells. 

SEARCH  CLASS  - 

250,  Radiant  Energy,  subclass  42+,  - 

especially  subclass  50+,  for  methods  and 

apparatus  for  subjecting  objects  to  the 

effects  of  radiant  energy  rays  and 

subclass  20U+  tor  photocell  electric 

circuits  and  photocell  apparatus, 

particularly  subclass  226  for  photocells 

which  respond  to  the  color  of  light  objects 

and  subclass  223  to  photocells  which  sense 

objects  traveling  on  a  conveyer  or  chute." 

(Emphasis  added) 


istory) 


Class  250  subclass  233  (Ex.  41,  page  361  of  File 


"Subject  matter  under  subclass  232  in 
which  the  means  for  intermittently 
interrupting  the  optical  path  is  a 
rotary  element."  (Emphasis  added) 
(Note:   Subclass  232  is  defined  as 

subject  matter  under  229  having  means 
for  intermittently  interrupting  the 
optical  path  between  the  light  source 
and  photocell  in  a  repetitious  cyclic  sequence.") 
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Class  88  (File  History  pages  402  and  455)  is  defined  as  follows:  • 

"This  class  includes  all  instruments 

(and  their  accessories)  for  aiding  or 

testing  vision  and  for  projecting 

images  upon  surfaces  internal  to  the 

instrument;  also,  astronomical  and 

surveying  instruments  in  which  vision  is 

employed  for  accurate  alignment  and  other  , 

devices  or  methods  involving  reflection, 

refraction  or  chromatic  effect  which  are 

not  so  closely  related  to  other  arts 

that  they  should  be  classified  elsewhere." 

From  the  above  definitions  it  would  be  obvious  to 

'  II 

\ne   skilled  in  the  art  to  consult  patents  such  as  Biberraan  (Ex,  49) 
md  Jones  (Ex.  112),  for  example,  to  solve  problems  in  the  field 
if  optical  detection  of  objects.   Biberman  is  classified  in  Class 
;8  XOptics)  and  Jones  in  Class  250  (Radiant  Energy) . 

It  is  obvious  from  the  Examiner's  contention,  the 
rt  cited  and  the  areas  searched  that  the  Patent  Office 
jonsidered  the  relevant  prior  to  be  the  detection  of  objects  by 
llectro-optical  techniques  (Ex.  41,  pages  402-405) .   No  mention  is 
i^de  in  the  definitions  of  the  areas  searched  of  either  "bottle 
nspection"  or  "missile  and  star  tracking".  All  the  definitions 
re  concerned  with  means  and  methods  for  accomplishing  a  given 
inction  or  accomplishing  a  given  effect. 

Calhoun's  notebook  (Ex.  I,  pages  41  and  42)  shows  a 
ijptation  made  by  Calhoun  himself  suggesting  that  the  basic  electro- 

c|)tical  system  used  in  the  Falcon  missile  system  would  be  apropos 

j 

«  a  solution  to  the  problems  presented  by  the  bottle  inspection 

nichine  he  was  then  working  on  (Tr.  765)  .  Further,  all  the  inventor 
Cilhoun,  Williams  and  Wyman,  came  from  Hughes  Aircraft  Co.,  Guided 
^.ssile  Division,  and  each  was  involved  in  some  way  with  the  area 
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of  missile  tracking  and  related  areas.   (Tr .  99,  Misuse  Tr.  171) 

The  inventors  investigated  scanning  systems  from  many 
fields  other  than  bottle  inspection  (Tr .  232,  253)  which  strongly 
support  the  propositions  that  technological  problems  are  solved 
by  making  use  of  general  scientific  principles  and  men  skilled  in 
the  art  do  not  confine  themselves  to  the  narrow  limits  of  a 
single  industry. 

Attention  is  also  directed  to  Exs .  55,  56  and  57  where 
In  Ex.  55  George  Meyer  (president  of  the  Defendant-Appellant) 

wrote  to  Calhoun  questioning  the  possibility  of  the  anticipation 

t,, 

!of  Calhoun's  patent  by  an  article  presented  in  the  IRE  Journal 

(Ex.  56)  dealing  with  "Infrared  Search  System  Design  Consideration 

Calhoun  answered  Mr.  Meyer's  letter  in  Exhibit  57  in  which  the 

[discussion  deals  with  "scanning  systems",  "optical  scannei^'  and 

^'infrared  techniques".    In  Ex.  57  it  becomes  quite  clear  that 

ICalhoun  considered  the  technical  areas  concerned  with  the  '640 

patent  to  be  "scanning  systems",  "optical  scanners"  and  'infrared 

techniques"  and  nowhere  is  there  any  discussion  that  the  infrared 

iiearch  system  described  in  the  article   (Ex,  56)  could  not  be 

Applied  to  the  bottle  inspection  field.   In  fact,  the  question  of 

inticipation  by  Mr.  Meyer  well  indicates  that  the  use  of  infrared 

earch  systems  were  certainly  related  to  the  system  described  in 

he  '640  patent  for  detecting  particles  in  a  bottle.   As fer  as  the 

ecord  shows,  Mr,  Meyer  was  not  a  man  of  extraordinary  skill  in  th 

rt  of  missile  and  star  tracking  or  even  in  infrared  techniques, 

ut  rather  he  would  be  considered  as  a  man  with  just  ordinary  skil 

n  the  art. 
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Therefore,  contrary  to  the  Appellant's  assertion  that 
here  was  not  any  evidence  to  show  that  the  two  fields  are 
nalogous,  the  testimony  of  Ryde  and  Griest,  the  File  History 
f  the  application  of  the  '640  patent,  the  contention  of  the 
latent  Examiner,  the  correspondence  between  Meyer  and  Calhoun, 
nd  the  IRE  Journal  article  on  infrared  search  systems  all 
ndicate  that  the  relevant  field  of  art  to  be  considered  is  that 
if  the  detection  of  objects  in  a  field  of  view  by  electro- 
iptical  techniques  and  the  Conclusions  of  Law  5  and  6  (R.  1954- 
955)  of  the  Trial  Court  are  dearly  supported  by  testimony  and 
(ther  evidence. 

Although  a  great  deal  has  been  said  with  respect  to 

lie  question  of  "analogous  art, "  it  should  be  clearly  understood 

iiat  even  within  the  narrow  field  of  "bottle  inspection"  Stoate 

jjritish  patent  517,229)  and  the  RCA  machine  (Schell  U.  S.  Patent 

Ji.  2,439,490  and  Weathers  U.  S.  Patent  No.  2,192,568)  teach 

il  the  elements  contained  in  the  '640  patent.   See  Exhibits 

si,  122  and  107.  Also,  the  U.  S.  Stoate  Patent  No.  2,100,227 

if  pertinent  since  it  teaches  the  same  basic  concepts  as  the 

pjtent  in  suit  and  is  directly  related  to  the  bottle  inspection 

£|eld.  Further,  if  the  patent  is  construed  in  the  manner  advanced 

i   appellant,  Claims  8,  12,  13,  19,  20  and  24  would  be  anticipated 

*  Stoate  '229  alone  under  35  U.S.C.  102  (b)  which  provides: 

(b)   the  invention  was  patented  or  described 
in  a  printed  publication  in  this  or  a  foreign 
country  or  in  public  use  or  on  sale  in  this 
country,  more  than  one  year  prior  to  the  date 
of  the  application  for  patent  in  the  United 
States, 
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3 .   The  Patent  In  Issue  Is  A  Combination  Of  Old  Elements 

And  Is,  Therefore,  Subject  To  The  "Severe  Test"  Of 

Patentability 

The  Court  found  in  Finding  of  Fact  16  (R.  1945)  that  the 
,atent  in  suit  is  a  combination  patent  and  in  Conclusions  of  Law 
,  9  and  10  (R.  1955-6)  set  forth  the  strict  standard  and  scope 
p  be  given  to  combination  patents  which  merely  unite  old  elements 
^ith  no  change  in  their  respective  functions. 

In  Bentley  vs.  Sunset  Rouse  Distributing  Corp.,  359  F.2d 
\Q>    (9th  Circuit,  1966),  the  Court  stated, 

"In  assessing  the  patentability  of  combination 

patent,  v;e  are  to  supply  a  'severe  test'  whether 
the  v^hole  in  some  way  exceeds  the  sum  of  its 

parts'  to  produce  'unusual  or  surprising 

consequences  from  the  unification  of  the 
j,       elements.  .  .'   A  &  P  Key  Company  v.  Supermarket 
I       Equipment  Co.,  1950,  340  U.S.  147  at  152, 

■^  U.S.P.Q.  303,  305-306."   (emphasis  added) 

In  Jeddeloh  Bros.  Sv7eed  Mills.  Inc..  et  al  vs. 

de  Manufacturing  Co.,  375  F.2d  85  (9th  Circuit,  1967),  the 

4>pellate  Court  reversed  the  holding  of  validity  of  the  trial 

Qurt  and  reviewed  the  Graham  v.  John  Deere  Co.,  383  U.S.  1, 

aid  acknowledged  the  emphasis  placed  by  the  Supreme  Court  on  the 

i 

L^jobviousness  criterion  of  35  U.S.C.  103.   It  stated, 

"The  principles  of  patentability  as  summarized 
above,  are  to  be  applied  vjith  special  strict- 
ness in  determining  the  patentability  of 
combination  patents.   In  Great  Atlantic  and 
Pacific  Tea  Co.  vs.  Supermarket  iiquipment 
Corp.,  340  U.S.  14V,  151,  152;  61    U.S.P.Q. 
3037  305,  the  Court.  .  .pointed  out  that 
the  conjunction  known  elements  must 
contribute  something,  and  that  only  when  the 
whole  in  some  way  exceeds  the  sum  of  its 
parts  is  the  accumulation  of  old  devices 
patentable." 
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n  Santa  Anita  Mfg.  Co.  vs.  Luf^ash,  et  al.  369  F.2d  964  (9th 

Ijircuit,  1967),  the  Court  noted  that  the  patent  in  question  was 

|0r  a  combination  of  known  elements  and  states  the  issue  to  be, 

"Under  what  circumstances  is  a  combination 

of  known  elements  patentable  as  an  invention?" 

"fie  opinion  then  acknowledges  35  U.S.C.  103,  and  goes  on  to  note 

iiat  as  to  "Combinations  of  old  ideas,  the  courts  have  already 

iitated  the  law."  The  Court  then  continued: 

"It  is  apparent  from  the  record  and  findings 
that  the  trial  court  tested  patentability  by 
the  requirements  of  35  U.S.C.  103,  the  test 
of  obviousness.  .  .Unquestionably  these 
I        statutory  requirements  are  prerequisite  to 
the  issuance  of  any  patent."  Graham  vs . 
John  Deere  Co.,  383  U.S.  1.   But  in  the 
special  case  of  combination  patents,  "The 
severe  test"  referred  to  in  Bentley  vs.  Sunset 
House  Distributing  Co. ,  supra  must  also  be 
applied  and  satisfied  before  a  combination 
patent  can  be  recognized.  .  .it  is  obvious 
from  the  authorities  cited  above  that  the 
test  of  the  new  function  must  be  met  or 
the  patent  is  invalid."  (Emphasis  added) 

i\   M.O.S.  Corp.  V.  John  I.  Haas  Co.,  Inc.,  375  F.2d  614  (9th 

(jlrcuit,  1967),  the  Court  stated, 

"Court  should  scrutinize  combination  patent 
claims  with  a  care  proportioned  to  the 
difficulty  and  improbability  of  finding 
invention  in  an  assembly  of  old  elements. 
The  function  of  a  patent  is  to  add  to  the 
sum  of  useful  knowledge.   Patents  cannot 
be  sustained  when,  on  the  contrary,  their 
effect  is  to  subtract  from  former  resources 
freely  available  to  skilled  artisans.   A 
patent  for  a  combination  which  only  unites 
old  elements  with  no  change  in  their 
respective  function,  which  as  is  presented 
here  obviously  withdraws  what  already  is 
known  into  the  field  of  monopoly  and 
diminishes  the  resources  available  to 
skilled  men.   This  patentee  has  added  nothing 
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tot  the  total  stock  of  knowledge,  but  has 
merely  brought  together  segments  of  prior 
art  and  claims  them  in  congregation  as  a 
monopoly. " 

It  is,  therefore,  clear  that  under  the  authorities 

:fted  above,  that  the  court  correctly  determined  the  question 

)  validity.   The  Court  applied  the  tests  set  forth  by  the 

Spreme  Court  and  the  tests  espoused  in  the  most  recent 

cisions  of  the  Ninth  Circuit  and  found  that  the  elements  of 

:ie    '640  patent  were  all  old  in  the  art  and  that  the  combination 

)'  the  old  elements  was  invalid  for  lack  of  invention  over  the 

)jior  art.   The  elements  combined  did  not  produced  any 

lasual  or  surprising  results.   In  applying  the  test  for 

:'3ibination  patents,  the  Trial  Court  correctly  stated: 

"A  patent  for  a  combination  which  only 
unites  old  elements  with  no  change  in  their 
respective  functions, .  .  .obviously  withdraws 
what  already  is  known  into  the  field  of 
its  monopoly  and  diminishes  the  resources 
available  to  skillful  men." 

Farr  Co.  vs.  American  Air  Filter  Co.,  Inc.  ° 
31«  F.2d  500,  503  (Conclusion  of  Law  9, 
R.  1956). 

The  Court's  conclusion  is  supported  by  solid  evidence 

\ii   should  be  affirmed. 

4.   The  Trial  Court's  Findings  With  Respect  to  Invalidity 

Should  Be  Given  Great  Weight 

Whether  validity  is  a  question  of  law,  or  fact,  in  the 

i   Circuit  appears  to  be  in  doubt  but  in  any  event  the  Trial 

.art  s  findings  are  entitled  to  great  weight.   In  Container 

^rporation  of  America  vs.  M.C.S.  Corporation,  250  F.2d  704  at 

'Q  (9th  Cir.,  1957),  the  Court  stated  that  validity  was  a  question 
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of  fact  and   stated: 


summary,  this  court  has  consistently 

that  the  question  of  validity  of  a 

claim  of  a  patent  is  one  of  fact.   The~trial 
judge's  tinding;  oi  no  invention  is  entitleT" 
to  great  vv^eight  and  this  court  will  respect 
such  findings  unless  we  tind  them  'cleaTIy 
erroneous .  ~ 

The  findings  of  the  trial  judge  are 
solidly  supported  by  the  evidence,  and 
obviously  are  not  'clearly  erroneous.'   It  is 
our  clear  conviction  that  the  device  patented 

relates  to  a  combination  of  old  elements, 
which  combination  could  have  been  produced 
by  any  reasonably  competent  person  skilled 
in  the  art.  '" 

In  Stauffer  vs.  Slenderella  System  of  California.  Inc..  254  F.2d 

127  (9th  Circuit,  1957),  115  USPQ  347,  the  Court  said: 

"The  findings  of  a  judge  upon  novelty, 
utility  and  invention  are  entitled  to  great 
weight  when  made  after  trial  of  these  issues. 
This  Court  will  respect  such  findings  unless 
the  record  shows  these  to  be  'clearly 
erroneous. ' " 

In  Hens  ley  Equipment  vs.  Esco,  375  F.2d  432  (9th  Circuit,  1967), 

the  Court  considered  obviousness  a  question  of  law  and  said: 

"The  obviousness  or  nonobviousness  of 
the  subject  matter  of  a  patent  presents  a 
question  of  law.   National  Lead  Products 
Company  vs.  Western  Lead  Products  Company, 
9th  Cir.,  291  F.  2d  447,  450-451,  130 — 
U.S.P.Q.  4,  6.   However,  that  le^al 
question  is  to  be  determined  against  a 
factual  background,  with  particular 
emphasis  on  three  considerations,  namely: 
the  scope  and  content  of  the  prior  art, 
the  differences  between  the  prior  art 
and  the  claims  at  issue  and  the  level  of 
ordinary  skill  in  the  art." 

See  also,  Monroe  Auto  Equip.  Co.  vs.  Superior 

Industries,  Inc..  332  F.2d  473  (9th  Circuit,  1964)  Cert,  denied, 

379  U.S.  901. 
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In  M.O.S.  Corp.  vs.  John  I.  Haas  Co.,  Inc. ,  supra, 

the  Court  stated: 

"While  it  has  often  been  said  that 
patentability  is  a  question  of  fact,  it  is  also 
true  that  in  patent  cases,  as  in  most  others, 
the  record  in  the  particular  case  may  be  such 
that  the  question  becomes  one  of  law." 

However,  most  authorities  are  in  accord  that  the  factual 

determinations  found  by  a  trial  court  with  respect  to  the 


question  of  validity  should  be  given  great  weight  whether  the 
question  is  one  of  law  or  one  of  fact  (see  Container  Corporation 
of  America  vs.  M.C.S.  Corp. ,  supra,  and  Stauffer  vs.  Slenderella 


Systems  of  California,  Inc.,  supra.)  The  question  of  validity 


in  cases  involving  conflicting  testimony  and  complex  scientific 
data  require  findings  of  fact  which  should  not  be  set  aside 
unless  clearly  erroneous,"  and  due  regard  shall  be  given  to  the 
opportunity  of  the  trial  court  to  judge  of  the  credibility  and 
testimony  of  the  witnesses." 

As  Mr.  Justice  Jackson  stated  in  Graver  Tank  &  Mfg.  Co. 
V.  Linde  Air  Products  Co.,  336  U.S.  271,  274-275  (1949): 


"To  no  type  of  case  is  this  last  clause  more 
appropriately  applicable  than  to  the  one 
before  us,  where  the  evidence  is  largely 
the  testimony  of  experts  as  to  which  a  trial 
court  may  be  enlightened  by  scientific 
demonstrations.   This  trial  occupied  some 
three  weeks,  during  which,  as  the  record 
shows,  the  trial  judge  visited  laboratories 
with  counsel  and  experts  to  observe  actual 
demonstrations  of  welding  as  taught  by  the 
patent  and  of  the  welding  accused  of 
infringing  it,  and  of  various  stages  of 
the  prior  art.   He  viewed  motion  pictures  of 
various  welding  operations  and  tests  and 
heard  many  experts  and  other  witnesses.   He 
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I II 


He  wrote  a  careful  and  succinct  opinion 
and  made  findings  covering  all  the 
factual  issues. 

'The  rule  requires  that  an  appellate 
courF  make  allov7ance  for  the  advantages 
possessed  by  the  trial  court  in  appraising 
the  si|.i:nificance  of  conflicting  testimony 
and  reverse  only  'clearly  erroneous '"TLndings . 
(Emphasis  added) 

therefore,  the  Trial  Court's  findings  should  be  accorded  great 

weight  since  it  had  an  opportunity  to  hear  all  the  testimony,  see 

the  various  demonstrations  and  judge  the  credibility  of  the 

witnesses  presented.   Unless  the  Trial  Court's  findings  are 

clearly  erroneous  they  should  be  affirmed. 

5.   Miscellaneous  Contentions  of  Appellant 

At  page  45  of  the  Appellant's  brief,  the  Appellant  relies 

on  the  so-called  "commercial  success"  to  further  the  argument 

that  the  '640  patent  was  valid.   However,  the  law  on  commercial 

success  is  very  clear,  "Commercial  success  without  invention  does 

not  make  patentability".   A  &  P  vs .  Supermarket  Equipment  Corp., 

340  U.S.  147  at  153.   See  also,  M.O.S.  Corp.  vs.  John  I.  Haas 

Co.,  Inc.,  supra.   Commercial  success  is  only  a  secondary 


consideration  in  the  determination  of  obviousness,  Graham  v. 
John  Deere,  supra. 

Further,  the  record  does  not  support  that  if  there 
'*'as  any  "commercial  success"  it  was  connected  in  any  way  with 
the  features  appellant  contends  were  patentable  in  the  '640 
patent.  There  were  factors  other  than  the  features  described 
in  the  '640  patent  which  may  have  contributed  to  any  "commercial 
Success"  attributable  to  appellant's  machine. 
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Appellant's  machines  not  only  involve  the  '640  patent 
out  also  U.  S.  Patent  No.  3,081,666  (Tr.  36).   Where  "commercial 
success"  results  from  a  combination  of  two  or  more  patents,  it 
cannot  support  the  validity  of  either  patent  taken  individually 
(Philco  Corp.  v.  Admiral  Corp.,  199  F.Supp.  797, (D.  Del.,  1961)). 

"Commercial  success"  of  appellant's  machines  was  due 
in  great  part  to  the  utilization  of  a  bottle  handling  means 
known  as  the  "Vacuum  Star  Wheel".  (Tr.  2349-2350)   The  vacuum 
star  wheel  was  not  covered  by  the  '640  patent  and  in  fact  was 
jsed  by  appellant  under  a  license  from  the  Owens  Illinois 
Company  (Tr,  1057-1058)   Also,  much  of  the  "commercial  success" 
of  appellant's  machines  is  attributable  to  the  large  and 
effective  marketing  organization  of  appellant.   (See  Tr.  1017- 
1018) 

Therefore,  the  connection  of  "commercial  success" 
with  the  features  appellant  contends  were  patentable  is  not 
supported  by  the  evidence  and  is  not  even  a  valid  secondary 
consideration  in  the  present  case. 

At  pages  15  and  32  of  appellant's  brief  it  discusses  the 

"basic  concept"  of  the  patent  and  "essence  of  the  patent 

disclosure".   In  Nelson  v.  Bat son,  sugra,  the  court  faced  with 

a  combination  patent  stated: 

"Nelson  asserts  that  the  'heart'  of  his 
invention  is  the  enhanced  maneuverability 
resulting  from  the  relationship  between  a   ^ 
rotatable  propulsion  unit  and  a  skeg 
located  as  stated  in  his  claim,  and  that 
the  location  of  the  motor  does  not  affect 
this  relationship.   Nelson  contends  that 
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Batson  should  not  be  permitted  to  approp- 
riate the  'heart'  of  Nelson's  invention 
simply  by  altering  another,  unessential, 
elem3nt.   'We  can  only  answer,  'that  there 
is_^no  legally  recognizab le  or  protqc ted 
]^]e£sen^aT2^]^eTemen 

tHe  invention  in  a  combination  patent.  '^"^ 
(Emphasis  added) 

3ee  also  Aro  Mfg.  Co.  v.  Convertible  Top  Replacement  Co.,  365 

'j.S.  336  (1960). 

While  much  of  the  discussion  by  the  appellant  of  the 

prior  art  deals  with  "spatial  filtering' and  "frequency  discrimination' 

and  with  "masking' those  terms  are  not  deemed  pertinent  to  the 

(juestion  of  validity  since  they  were  not  present  in  the  claims 

of  the  patent,  in  the  patent  disclosure  or  anywhere  in  the 

file  history.   Since,  however,  these  terms  have  been  discussed 

in  the  appellant's  Brief  they  are  discussed  in  another  section  of  tl 

Brief  entitled  Matters  Presented  Which  Are  Not  Relevant,  (page  73) 

it  should  be  noted,  however,  in  passing  that  what  appellant 

considers  "spatial  filtering"  is  merely  the  detection  of 

particles  by  a  scanning  member  which  produces  signals  which 

can  distinguish  the  particles  from  other  signal  producing  effects, 

(Tr.  2365)   Stoate  517,229  accomplishes  the  same  results  and 

although  neither  Stoate  or  Calhoun  describe  in  their  patent 

:he  operation  of  their  scanning  members  as  accomplishing 

'spatial  filtering",  the  fact  rem.ains  that  if  Calhoun 

claims  to  have  "spatial  filtering"  by  utilization  of  his  scanning 

"eans  then  Stoate  likewise  teaches  "spatial  filtering". 
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6.   Summary 

The  appellee  believes  that  the  Trial  Court  was  correct 
in  finding  that  the  claims  in  issue  (Claims  7-15  and  17-24 
inclusive)  are  not  valid  and  do  not  meet  the  statutory 
requirement  of  unobviousness  as  presented  in  35  U.S.C.  103. 
:he  Court  correctly  defined  the  relevant  field  of  art  as  that 
field  dealing  with  the  detection  of  objects  by  electro-optical 
techniques.   The  contention  by  the  appellant  that  no  evidence 
was  introduced  which  supported  the  Court's  finding  that  the 
:issile  and  star  tracking  technology  were  analogous  to  the  field 
of  bottle  inspection  was  clearly  an  erroneous  representation. 
:he  testimony  of  Ryde  and  Griest;  the  Patent  Examiner's  contentions 
during  prosecution;  the  definitions  of  the  classes  and  subclasses 
searched  by  the  Patent  Office;  the  titles  and  scope  of  the 
patents  cited  by  the  Patent  Office;  the  occupational  history 
of  the  inventors  of  the  '640  patent;  the  notations  in 

alhoun's  notebook  dealing  with  the  Falcon  Missile  System 

as  applied  to  bottle  inspection;  and  the  correspondence  between 

,  George  Meyer  (president  of  appellant)  and  patentee  Calhoun 
2ll  indicate  that  people  with  ordinary  skill  in  the  art  recognize 
that  the  detection  of  any  objects  by  electro-optical  techniques 
'•'ere  pertinent  to  bottle  inspection  as  well  as  to  other  systems 
*ich  presented  the  same  basic  scientific  problem. 

The  prior  art  clearly  showed  each  of  the  elements 
presented  in  the  '640  patent  and  each  of  the  elements  performed 

n  the  '640  patent  in  the  same  manner  as  it  performed  in  the 
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prior  art  with  no  unexpected  or  surprising  result.   The  '640 
patent  being  a  combination  patent  was  tested  by  the  standards 
set  forth  in  Graham  vs.  John  Deere,  supra;  Great  Atlantic  and 
pacific  Tea  Co.  vs.  Supermarket  Equipment  Corp.  ,  supra ;  B e ntl e;^ 


s.  Sunset  House  Distributing  Corp,  supra;  Santa  Anita  vs. 


Lugash^  supra;  and  M.O.S.  vs.  John  I.  Haas,  supra. 

Whether  the  relevant  art  is  considered  very  narrowly 
as  the  bottle  inspection  art  or  more  realistically  as  the  art 
pertaining  the  detection  of  objects  by  electro-optical  techniques, 
the  claims  in  question  are  obvious  within  the  meaning  of  35 
O.S.C.  103  and  as  such  are  not  entitled  to  be  protected  by  the 
patent  monopoly.   A  secondary  test  such  as  "commercial  success" 
cannot  in  any  way  make  patentable  what  is  clearly  unpatentable 
and  such  a  test  can  only  be  applied  when  the  question  of 
patentability  or  validity  is  in  question.   Further,  there  must 
be  some  connection  shov7n  between  the  alleged  "commercial 
success"  and  the  features  contended  to  be  patentable.   The 
present  case  does  not  present  a  factual  basis  whereby  any 
importance  can  be  attached  to  the  so-called  claim  of  "commercial 
success".   The  evidence  indicates  that  other  factors  such  as 
additional  patents  owned  or  licensed  by  appellant  and  appellant's 
marketing  organization  contributed  to  any  "commercial  success" 
enjoyed  by  appellant's  machines. 

The  Trial  Court's  Findings  of  Fact  and  Conclusions 
of  Law  dealing  with  the  questions  of  validity  and  relevant  prior 
art  are  solidly  supported  by  the  record  and  should  be  given  great 
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weight  and  not  reversed  unless  clearly  erroneous. 

C-   Matters  Presented  By  Appellant  Which  Are  Not  Relevant 

During  the  trial  and  throughout  appellant's  brief  stress 
is  laid  upon  certain  terms,  discussed  hereinafter  which  terms 
are  not  mentioned  in  the  patent  and  are,  therefore,  believed 
to  be  irrelevant  to  consideration  of  the  question  of  infringement 
or  validity.   The  test  for  determining  infringement  and  validity 
is  the  claims  in  the  patent. 

Nelson  v.  Batson,  332  F.2d  132  (9th  Circuit,  1963). 

1.   "Spatial  Filtering" 

One  immediate  difficulty  with  this  term  as  with  the 
others  to  be  considered  in  this  section  of  appellee's  brief  is  to 
determine  its  meaning,  especially  in  the  context  of  the  '640 
patent.   There  is  no  reference  to  this  term  in  the  claims, 
specification  or  file  history  of  the  patent.   Mr.  Calhoun, 
in  response  to  a  question  by  Mr.  Roston  on  rebuttal,  does  not 
himself  give  a  meaningful  definition,  but  does  clearly  state 
that  he  views  it  as  something  separate  and  apart  from  the 
electronics.   (Tr.  2365)   The  Court  in  its  findings  of  fact, 
never  found  that  appellee's  machines  employ  spatial  filtering. 
To  the  extent  that  the  Trial  Court  made  reference  to  the  term 
in  its  Findings  of  Fact,  it  merely  shows  the  inherent  fairness 
of  the  Court  to  make  some  determination  relating  to  a  term 
constantly  discussed  by  appellant  during  the  trial. 

In  this  regard,  it  is  interesting  to  note  that  the 
Trial  Court  said: 
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"The  Defendant  characterizes  its  alleged 
invention  as  a  bottle  inspection  system  which 
confines  a  centered  optical  system  with  a 
radial  scan  to  provide  spatial  filtering.  .  ." 
(Emphasis  added)   (Finding  of  Fact  No.  4, 
1939) 

If  appellant  seeks  at  this  late  date  to  urge  upon  the 
Court  that  a  term  not  found  in  the  patent  should  serve  as  a 
basis  for  finding  a  commonality  between  the  claims  of  the 
patent  and  the  appellee's  machines  or  to  distinguish  its  claims 
over  those  of  the  prior  art,  it  must  fail  on  both  counts,  as 
the  Ninth  Circuit  Court  of  Appeal  has  often  held  that  the 
patent  is  limited  to  the  reading  of  the  claims.   Aerotec 
Industries  v.  Pacific  Scientific  ,  381  F.2d  795  (9th  Circuit, 
1967);  Del  Francia  v.  Stanthony  Corp.,  278  F2d  745  (9th  Circuit, 
1960)  . 

2.   "Frequency  Discrimination" 

This  is  a  term,  which  again,  does  not  find  itself 
in  the  specification,  the  claims  or  the  file  history  of  the 
patent,  but  is  persistently  advanced  by  the  appellant  to 
advance  its  view  that  this  is  the  essence  or  gist  of  the 
invention  which  is  somehow  common  to  its  claims  and  to 
appellee's  machines  (Appellant's  Brief,  pages  15  and  32).   But 
it  is  not  the  gist  of  the  invention  which  determines  its  scope 


but  rather  the  combination  of  all  of  the  elements  in  the  claims 

Nelson  vs.  Batson,  supra. 

The  Trial  Court  was  so  unimpressed  with  this  theory 
advanced  on  behalf  of  appellant,  that  after  hearing  all  of  the 
evidence  made  no  findings  relating  to  such  term  either  to  the 
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claims  of  the  patent  as  they  related  to  the  prior  art  or  to 
appellee's  machines.   Further,  the  Court  found  specifically 
in  finding  22  (re  Claim  7  and  others;  R.  1948)  that  the  SME 
machines  are  "not  concerned  with  rendering  a  repetitive 
alternating  current  signal  output  at  the  photocell.   Plaintiff's 
machines  are  concerned  only  with  the  leading  edge  of  a  single 
pulse.  .  ."  (emphasis  added).   This  clearly  was  in  response 
to  appellant's  contention  at  trial  of  attempting  to  equate  the 
alternating  current  detection  element  of  its  claims  to  the 
slope  detection  technique  of  appellee's  machines  under  the 
banner  of  "frequency  discrimination."  Portions  of  the 
testimony  for  supporting  the  Court's  findings  in  this  regard, 
besides  those  elesewhere  discussed  in  appellee's  brief,  may 
be  found  in  Ryde's  testimony  at  lines  2-5  of  Tr.  1473;  and  at 
2169  in  Griest's  testimony .>  Additionally  at  Tr.  541  and 
concluding  at  Tr.  603,  there  was  much  discussion  concerning  this 
term.   The  Trial  Court  well  understood  that  the  term  as  it 
applies  to  the  claims  and  appellee's  machines  was  a  matter  of 
definition  or  interpretation.   See  Tr.  602  line  15  through  16 
of  Tr.  603:  .     . 

"THE  COURT:   Let's  go  back. 

Do  I  correctly  understand,  Mr.  Roston,  that 
what  you  are  looking  for  now  is  not  what  their 
circuitry  is,  because  you  are  willing  to  accept 
his  acknowledgement  that  it  is  like  Exhibit  AD, 
as  explained  by  Mr.  Husome's  deposition,  but 
that  what  you  are  looking  for  is  some  kind  of 
language  in  the  patent  applications  that  will 
mouth  the  words  "frequency  discrimination"  or 
something  akin  to  that,  so  that  you  can  find 
admission  that  they  are  actually  doing 
frequency  discrimination? 
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MR.  ROSTON:   That  is  part  of  it,  your  Honor. 

THE  COURT:   Isn't  that  semantics?   Because 
as  I  understand  it,  you  people  contend  that  the 
circuitry  contained  in  AD  is  frequency  discrimin- 
ation. 

MR.  ROSTON:   Right.   The  question  is  what  does 
he  contend. 

THE  COURT:   That  depends  on  the  definition  of 
frequency  discrimination. 

You  might  say  that  AD  demonstrates  eight  ball, 
for  whatever  you  contend  eight  ball  means,  and 
then  if  you  want  to  look  and  see  in  their 
application  whether  or  not  they  use  the  words 
'eight  ball',  why,  you  think  you  find  an 
admission,  but  you  haven't  unless  you  are 
talking  about  --  you  are  defining  'eight  ball' 
in  the  same  manner." 

3.   Other  terms 

Other  terms  in  addition  to  the  above  two  were  also 
advanced  by  the  patent  owner  at  the  trial  and  in  its  Brief  to 
change  the  scope  of  the  claims  from  their  wording.   Among  such 
terms  are  "masking",  and  "edge  effects".   Neither  of  these  terms 
are  in  any  of  the  claims  of  the  patent  and  should  therefore  be 
viewed  as  irrelevant  to  any  issue  in  this  case. 

D.   A  Trial  Court  Need  Not  Determine  Validity  Before  Making 

A  Finding  On  Validity  ''- 

The  appellant  (at  pages  48  and  49' of  appellant's  brief) 
contends  that  the  Trial  Court  erred  in  first  finding  no  infringe- 
ment by  plaintiff-appellee  before  determining  the  question  of 
validity.   The  appellant  cites  no  cases  or  authorities  to  support 
such  a  contention.   Further,  it  is  not  understood  why  the  Trial 


Court  must  deal  with  the  validity  question  before  determining 

whether  the  alleged  infringing  device  is  within  the  scope 

if  the  claims  in  issue,  regardless  of  whether  the  patent  is  valid  oi 
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In  M»Q.S.  V.  John  I.  Haas  Co.,  supra,  the  Court  considered 
the  question  of  whether  a  Trial  Court  must  consider  the 
question  of  validity  in  an  infringement  suit.   The  Court 
considered  the  Supreme  Court's  statement  in  Sinclair  and  Carroll 
Co.  V.  Interchemical  Corp.,  325  U.S.  327,  330  (1945)  concerning 
the  tendency  among  lower  courts  to  dispose  of  infringement  suits 
on  the  ground  of  non-infringement  without  going  into  validity. 
The  Supreme  Court  felt  the  "better  practice"  would  be  to 
inquire  into  both  infringement  and  validity.   The  Appellate 
Court  in  M.O.S.  then  stated  "at  first,  this  Court  as  well  as 
other  Courts  of  Appeals,  had  some  difficulty  in  deciding  whether 
this  was  a  rule  or  only  an  admonition.   However,  it  is  now 
settled  that  it  is  an  admonition."   (Emphasis  added) 

In  the  present  suit,  the  Trial  Court  not  only  determined 
infringement  but  also  inquired  into  and  ruled  on  the  question 
of  validity.   In  the  Trial  Court's  Conclusions  of  Law  12  (R, 
1956)  and  23  (R.  1958),  it  determined  that  all  the  claims  in 
issue  were  invalid.   Although  the  Court  was  not  bound  to  inquire 
into  validity  it  followed  the  "better  practice",  referred  to  in 
the  M.O.S.  and  Sinclair  cases,  and  found  the  claims  in  issue 
to  be  invalid.   Whether  the  Trial  Court  determined  the  question 
of  validity  prior  to  or  after  finding  no  infringement  is  of  no 
consequence. 
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V.   SWIMARY  AND  CONCLUSION 

Appellee  has  presented  clear  evidence  in  the  record 
supporting  the  trial  court's  determination  of  non-infringement 
and  invalidity. 

It  appears  that  concerning  the  fact  finding  of  the  trial 
court  regarding  non-infringement  that  the  appellant  has  not 
attempted  to  compare  the  evidence  presented  on  both  sides  of  a 
given  fact  in  dispute  in  order  to  show  that  the  trial  court's 
findings  were  clearly  erroneous.   Instead  it  appears  that  appel- 
lant is  in  effect  saying  that  based  upon  the  evidence  favorable 
to  it  the  Court  ought  to  have  rejected  the  contrary  evidence 
and  found  differently.   This  we  submit  is  not  a  proper  basis  for 
review  of  a  trial  court's  determination  of  facts. 

Similarly,  on  the  issue  of  invalidity,  ample  support 
is  given  both  in  law  and  in  fact  to  support  this  determination 
of  the  trial  court. 

To  suggest  as  appellant  does,  in  its  Brief,  that  its  onl 
witness  on  the  merits  regarding  the  issues  of  infringement  and 
validity  should  be  belived,  as  opposed  to  the  testimony  given  by 
appellee's  witnesses  Husome,  Stoate,  Griest  and  Ryde  (the  lat- 
ter three  of  whom  clearly  have  no  interest  in  the  outcome)  is  to 
beggar  a  reply.   Their  backgrounds,  all  of ,  which  are  in  the 
transcript,  speak  for  themselves.   And  certainly  appellant's  case 
was  not  proven  directly  or  indirectly  in  whole  or  in  part  from  the 
testimony  ot  appellee's  witnesses  either  on  direct  or  cross- 
examination. 

In  addition,  it  is  clear  that  this  continued  disagreement 
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as  to  facts .  groxv'S  out  of  a  difference  in  the  testimony  of 
^r.  Calhoun  from  the  contrary  testimony  of  appellee's  witnesses. 
Oa  at  least  one  critical  issue,  the  non-equivalents  of 
alternating  current  to  slope  detection  of  a  pulse,  one  of  the 
co-inventors  of  Mr.  Calhoun  disagrees  with  him  and  agrees  with 
the  position  of  appellee.   (Williams'  deposition  page  129, 
Lines  10-26,'  Tr.  71  and  Tr.  810).   Thus  it  is  submitted  that 
less  weight  should  be  given  to  the  position  of  appellant  as 
testified  to  by  Calhoun  where  such  is  contradicted  by  other 
testimony  which  is  not  biased. 

At  another  portion  of  Williams'  deposition  in  evidence 
(Tr.  71),  Williams  testified  (at  page  91  of  his  deposition) 
that  Industrial  Dynamics  never  actually  used  a  single  spoke 
reticle.   This  is  in  direct  opposition  to  Calhoun's  testimony 
at  Tr.  481-486. 

Therefore,  the  judgment  and  order  of  the  Court  below 
on  the  issues  of  infringement  and  validity  should  be  affirmed. 
Dated:   June  10,  1968 

Respectfully  submitted, 
SPENSLEY,  HORN  AND  JUBAS 


Martin  R.  Horn 
^Attorneys 


rneys  for  Appellee 
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CERTIFICATE 

I  certify  that,  in  connection  with  the  preparation 
of  this  Brief,  I  have  examined  Rules  18,  19  and  39  of 
the  United  States  Court  of  Appeals  for  the  Ninth  Circuit, 
and  that,  in  my  opinion,  the  foregoing  Brief  is  in  full 
compliance  with  those  rules. 

/  Martin  R.  Horn 


AFFIDAVIT  OF  SERVICE 

The  undersigned  hereby  certifies  that  three  (3) 
copies  of  the  within  Brief  were  this  11th  day  of  June,  1968, 
served  upon  Ellsworth  R.  Roston,  Esq.  of  Smyth,  Roston  and 
Pavitt,  Attorneys  for  Appellant,  by  enclosing  the  same  in 
a  postpaid  wrapper  addressed  to  said  attorney  at  Suite  320, 
4262  Wilshire  Boulevard,  Los  Angeles  5,  California,  and 
depositing  the  same  in  the  United  States  mail. 

Martin  R.  Horn 


APPENDIX  A 
FINDINGS  OF  FACT  AND  CONCLUSIONS  OF  LAW 

FINDINGS  OF  FACT: 

1.  The  Findings  of  Fact  filed  with  the  Court  and 
signed  on  January  24,  1967,  following  trial  on  the  issues  of 
defendant's  alleged  misuse  of  the  patent  in  suit  are  incor- 
porated herein  and  made  a  part  hereof  by  reference. 

2.  Claims  1  to  6,  inclusive,  and  16  of  the  patent 
in  suit  are  not  at  issue.   Claims  7  to  15,  inclusive,  and 

17  to  24,  inclusive,  of  U.  S.  patent  No.  3,133,640  are  at 
issue,  with  claims  7,  9,  18,  22,  23  and  24  designated  by 
the  defendant  as  representative  of  these  claims. 

3.  The  terminology  of  the  patent  in  suit  seems  as 
understandable  and  reasonably  precise  as  the  respective 
contexts  require.   The  descriptions  contained  in  the  patent 
in  suit  are  sufficiently  concise  and  clear  to  enable  one 
skilled  in  the  art  to  construct  that  which  is  taught  by  the 
patent. 

4.  The  defendant  characterizes  its  alleged 
invention  as  a  bottle  inspection  system  which  combines  a 
centered  optical  system  with  a  radial  scan  to  provide  spatial 
filtering  for  the  generation  of  signal  components  of  a 
particular  frequency  or  a  range  of  frequencies  representing 
small  particles  in  the  bottom  of  the  bottle,  electronic 
circuits  for  selecting  the  particular  frequency  or  frequencies 
representing  particles  in  the  bottom  of  the  bottle,  and 
electronic  circuits  for  detecting  direct  current  at  a 
particular  level  to  reject  opaque  bottles  and  bottles  with 
relatively  large  particles  in  the  bottom  of  the  bottles. 

5.  Reading  the  patent  as  a  whole,  in  the  light  of 
the  evidence  presented  relating  to  prosecution  of  the  patent 
and  the  teachings  of  the  prior  art  relating  to  bottle 
inspection  and  missile  and  star  tracking,  the  Court  finds 
that : 

(a)  With  respect  to  the  use  of  AC,  the  draw- 
ings and  the  specifications  describe  a  device  whose  funda- 
mental purpose  is  to  detect  a  foreign  particle  by  causing 
it  to  set  up  an  alternating  current  signal  of  a  particular 
frequency.   The  nature  of  the  signal  indicative  of  the 
presence  of  small  particles  in  the  bottle  is  characterized 
at  column  2,  lines  61-64  of  the  patent  where  it  is  stated 
that  "As  a  result  (of  small  particles  of  dirt  in  the  bottle) 


the  output  of  the  photocell  will  be  an  alternating  current 
signal,  the  frequency  of  which  basically  is  determined  by 
the  speed  of  rotation  of  the  reticle  times  the  number  of 
spokes."  The  selection  of  this  frequency,  or  reasonably 
discriminated  band  of  frequencies  (for  rejection  purposes), 
is  accomplished  by  the  LC  tuned  circuit,  which  is  the  heart 
of  the  frequency  discrimination  concept  of  the  '640  patent. 
The  '640  patent  teaches  the  use  of  RC  circuits  as  couplers, 
and  not  as  differentiators.   If  '640  did  use  their  circuits 
as  differentiators,  such  would  destroy  the  essence  of  the 
circuit  by  reducing  the  selectivity  of  the  LC  circuit.   The 
detection  of  an  alternating  current  signal,  as  contemplated 
by  the  patent,  is  predicated  on  the  particular  frequency 
of  the  signal.   Counsel  for  the  defendant  states  that  the 
•circuit  disclosed  in  the  patent  is  merely  an  embodiment  of 
the  invention,  but  the  Court  finds  that  it  is  the  essence 
of  the  disclosure  of  the  patent,  insofar  as  the  use  of  AC 
is  concerned. 

(b)  The  '640  patent  discloses  a  centered 
optical  system  whose  essential  element  is  a  rotatable  light 
chopping  disc  centered  on  an  axis  of  rotation  that  lies,  at 
all  times  during  inspection,  within  the  periphery  of  the 
container. 

(c)  As  taught  by  the  patent,  the  term  "axis 
of  rotation"  of  the  disc  and  "center  of  rotation"  of  the 
disc  are  synonymous.   However,  the  use  of  reflective  optics 
in  plaintiff's  device  is  equivalent  to  the  use  of  refractive 
optics  in  the  embodiment  disclosed  in  the  '640  patent. 

(d)  The  '640  patent  discloses  a  multi-spoked 
reticle  having  more  than  one  translucent  area  and  more  than 
one  opaque  area  alternately  disposed  with  the  translucent 
areas,  each  of  the  areas  extending  radially  from  the  center 
of  the  disc.   The  '640  patent  does  not  include  a  disc  having 
a  single  reflective  line  with  the  remainder  of  the  surface 
opaque. 

6.   Where  appearing  in  the  patent  in  suit,  such 
terms  as  "AC",  "alternating  current",  "alternating  current 
signal",  and  "substantially  alternating  current"  or  the  like, 
mean  an  alternating  current  signal  which  has  a  substantially 
constant  and  repetitive  pattern  with  a  substantially  pre- 
determined time  relationship  between  successive  portions  of 
the  signal.   Although  the  plaintiff's  machine  produces  an 
alternating  current  signal,  it  is  only  concerned  with  the 
initial  slope  of  the  first  pulse  thereof,  and  is  not  con- 
cerned with  matters  of  frequency  or  repetitive  pattern. 
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7.   All  of  the  claims  of  the  patent  in  suit  which 
employ  terns  such  as  "reticle",  "disc",  "scanning  means", 
•annular  member"  or  the  like  mean  a  reticle  including  at 
least  two  radial  opaque  areas  and  two  transparent  areas. 

^     8.   Neither  the  specification  nor  the  drawing 
contained  m  the  '640  patent  discloses  anything  different 
from  the  production  of  an  AC  signal  having  a  particular 
frequency  indicative  of  the  presence  of  small  particles  in 
the  container;  nor  do  the  specification  or  drawing  disclose 
anything  different  from  a  multi-spoked  reticle  having  more 
than  one  transparent  segment  and  more  than  one  opaque 
segment  extending  radially  from  the  center  of  the  reticle. 

9.  The  nature  of  the  art  we  are  here  concerned 
with  is  the  detection  of  foreign  objects  in  a  field  of  view 
by  electro-optical  techniques,  rather  than  being  limited  to 
the  bottle  inspection  field.   (This  finding  also  appears  as 
conclusion  of  law  No.  5.) 

10.  Electro-optical  systems  for  ths  detection  of 
objects  in  the  sky,  detection  of  material  moving  on  a  con- 
veyor, detection  of  the  presence  of  objects  moving  on  the 
ground,  and  detection  of  objects  in  a  container,  all  are 
systems  which  reside  in  an  analogous  art,  and  such  systems 
employ  similar  elements  in  a  similar  relationship  for  a 
similar  purpose.   Further,  such  systems  are  related  by  the 
end  object  of  seeking  to  detect  an  object  having  distinct 
light  or  dark  characteristics  in  a  background  of  different 
light  or  dark  characteristics. 

11.  The  Court  finds  that  each  of  the  elements  of 
the  patent  in  suit  as  hereinabove  discussed  was  well  known 
in  the  prior  art: 

.(a)  A  centered  optical  system,  including  a 
disc  providing  a  radial  scan,  is  disclosed  in  the  British 
patent  No.  517,229  issued  to  Stoate  January  24,  1940,  and 
United  States  Patent  No.  3,034,405  filed  October  13,  1953, 
and  issued  to  Biberman,  et  al.  ,  May  15,  1962. 

(b)  The  use  of  DC  to  detect  large  objects  in 

a  container  is  disclosed  by  Stoate  '229;  United  States  patent 
No.  2,265,037  issued  to  Gulliksen  December  2,  1941;  United 
States  patent  No.  2,439,490  issued  to  Schell  April  13,  1948. 

(c)  The  use  of  AC  to  detect  foreign  objects 
js  disclosed  by  United  States  patents  to  Fitz-Gerald  No. 
2,016,036;  Biberman  No.  3,034,405;  Schell  No.  2,439,490; 
and  Weathers  No.  2,427,319.   The  art  of  attenuating  signal 
■omponents  having  undesirable  frequencies  in  an  AC  signal 
:o  emphasize  other  signal  components  having  a  particular 
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frequency  or  frequencies  in  the  AC  signal  is  well  known. 
The  art  of  emphasizing  the  signal  components  having  the 
particular  frequency  or  frequencies  in  the  AC  signal  is  also 

well  known. 

(d)   The  Stoate  '229  patent  discloses  a  DC 
system,  but  does  not  disclose  or  contemplate  the  concept  of 
spatial  filtering  for  the  generation  of  signal  components  of 
different  frequencies  and  the  selection  by  electronic 
techniques  of  the  frequency  or  frequencies  representing  small 
particles  in  the  bottom  of  the  bottle. 

''  (e)   The  Biberman  '405  patent  discloses  a 

missile  or  star  tracking  system  but  does  not  disclose  a 
bottle  inspection  system.  The  Biberman  '405  patent  is  the 
only  reference  specified  in  paragraphs  11(a),  11(b)  and 
11(c)  of  the  Findings  of  Fact  that  discloses  a  centered 
optical  system  with  a  radial  scan  for  providing  spatial 
filtering. 

(f)   No  single  reference  cited  by  plaintiff 
discloses  a  bottle  inspection  system  employing  techniques  of 
spatial  filtering  or  the  combination  of  spatial  filtering 
and  electronic  frequency  selection  as  defined  in  paragraph 
4  of  these  Findings  of  Fact. 

12.  (a)   The  '640  patent  discloses  the  first 
system  for  detecting  small  particles  in  the  bottom  of  a 
bottle  while  scanning  the  bottom  of  the  bottle,  including  the 
edge  of  the  bottle,  without  masking  the  edge  of  the  bottle. 

(b)  The  need  for  a  satisfactory  machine  for 
inspecting  empty  bottles  for  foreign  particles  existed  for 
a  considerable  period  of  time  before  the  invention  of  the 
embodiment  of  the  '640  patent. 

(c)  The  invention  of  the  '640  patent  has 
enjoyed  considerable  commercial  success. 

(d)  For  all  practical  purposes,  the  only 
machines  now  being  sold  in  the  United  States  for  inspecting 
empty  bottles  for  foreign  particles  are  those  being  manu- 
factured by  the  defendant,  the  plaintiff,  and  the  Barry- 
Wehmiller  Co.   The  machine  being  manufactured  by  Barry- 
Wehmiller  Co.  was  developed  by  Wyman,  one  of  the  inventors 
of  the  '640  patent,  and  Husome,  president  of  plaintiff  and 
the  person  who  developed  plaintiff's  machines. 
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13.  Each  of  the  elements  in  the  patent  in  suit  is 
employed  in  substantially  the  same  way,  and  functions  in 
substantially  the  same  manner,  as  its  counterpart  in  the 
prior  art.   However,  all  of  the  elements  in  the  patent  in 
suit  do  not  have  counterparts  in  the  field  of  bottle  inspec- 
tion. 

14.  Of  the  above-mentioned  prior  art  references, 
only  Fitz-Gerald  '036  was  before  the  United  States  Patent 
Examiner.   However,  the  Patent  Office  cited  references  dis- 
closing centered  optical  systems  with  radial  scans  in  the 
field  of  star  tracking  and  missile  tracking  systems,  and  the 
defendant,  through  its  attorneys,  called  other  similar 
references  to  the  attention  of  the  Patent  Office.   Such 
references  further  disclosed  the  concept  of  spatial  filtering 
in  the  star  tracking  and  missile  tracking  field.   The  '640 
patent  was  granted  over  such  references. 

15.  Upon  review  of  the  evidence  adduced,  the  Court 
finds  that  the  following  patents  are  part  of  the  relevant 
prior  art: 

(a)   Stoate  '229  teaches  the  use  of  a  centered 
optical  system  with  a  rotatable  scanning  member  having  a 
single  radial  slit.   The  scanning  member  is  disposed  above 
the  bottle  being  inspected,  with  its  axis  of  rotation  coin- 
cident with  the  common  axis  of  a  light  source,  bottle  and  a 
photocell.   Defendant  knew,  through  other  attorneys  than 
those  prosecuting  the  applications  which  resulted  in  the 
grant  of  the  '640  patent,  of  the  Stoate  '229  patent  prior  to 
its  argument  before  the  Patent  Office  to  the  effect  that  the 
centered  optical  system  was  an  important  and  novel  part  of 
the  invention  disclosed  and  claimed  by  defendant  and  that 
defendant  was  the  first  to  include  a  centered  optical  system 
for  the  bottle  inspection  machine  disclosed  and  claimed  by 
defendant. 

However,  the  defendant's  attorneys  were  not  con- 
vinced at  that  time  that  such  references  actually  disclosed 
a  centered  optical  system,  and  the  defendant  did  not  prac- 
tice any  fraud  by  any  failure  on  its  part  to  call  the  Stoate 
'229  patent  to  the  attention  of  the  Patent  Office. 

(b)   Biberman  '405  discloses,  in  a  star  tracking 
or  missile  tracking  system,  a  centered  optical  system  includ- 
ing a  reticle  with  alternately  disposed  opaque  and  translucent 
areas  for  the  detection  of  a  foreign  object  in  a  field  of 
view.   Biberman  '405  further  suggests  the  use'  of  AC  circuitry 
tuned  to  a  particular  frequency  to  detect  a  foreign  object 
in  a  field. 
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(c)   Schell  '490  and  Weathers  '319  teach  the 
combination  of  an  AC  signal  for  the  detection  of  small  foreign 
particles  in  a  field  of  view,  and  a  threshold  or  DC  level 
signal  for  the  detection  of  opaque  bottles  and  large  particles 
in  bottles.   Further,  the  Weathers  patent  discloses  the  detec- 
tion of  foreign  particles  in  the  field  of  view  by  use  of  a 
tuned  circuit. 

The  defendant's  attorneys  were  aware  of  the 
teachings  of  the  prior  art  mentioned  above  in  this  paragraph 
at  the  time  they  argued  before  the  Patent  Office  in  support 
of  their  application  for  the  '640  patent,  and  they  did  not 
call  such  prior  art  to  the  attention  of  the  Patent  Office. 
However,  the  defendant's  attorneys  did  not  intentionally 
withhold  anything  from  the.  United  States  Patent  Office  that 
they  concluded  was  relevant. 

16.  The  patent  in  suit  is  a  combination  patent. 

17.  The  detection  of  objects  in  a  field  of  view  in 
the  star  tracking  or  missile  tracking  field  occurs  in  a 
relatively  homogeneous  background.   The  detection  of  a  small 
foreign  particle  in  the  bottom  of  a  bottle  occurs  in  a 
substantially  non-homogeneous  background,  especially  since 
the  signal  components  produced  by  scanning  the  edges  of  the 
bottle  have  a  much  greater  intensity  than  the  signal  compon- 

. ents  produced  by  scanning  small  particles  in  the  bottom  of 
the  bottles.   Nonetheless,  the  Court  finds  that  both  come 
within  the  art  here  concerned  as  defined  in  paragraph  9 
hereof. 

18.  Some  of  the  problems  presumably  encountered 
and  solved  in  the  development  of  the  defendant's  alleged 
invention  were  previously  recognized  and  solved  by  others  in 
the  field  of  missile  or  star  tracking  prior  to  the  filing 

of  the  '640  patent  application  by  the  inventors.   Other 
such  problems  were  previously  recognized  and  solved  in  the 
field  of  bottle  inspection  prior  to  the  filing  of  the  patent 
application  by  the  inventors.   Some  of  the  problems  specific 
to  the  bottle  inspection  field,  including  the  effects  of  the 
edge  of  the  bottle,  was  neither  recognized  nor  solved  by 
others  prior  to  the  filing  by  the  inventors  of  the  patent 
application  which  matured  into  the  '640  patent. 

19.  The  Court  finds  that  both  Williams  and  Calhoun,  • 
the  named  co-inventors  of  the  patent  in  suit,  possessed  at 
least  ordinary  skill  in  the  guided  missile  and  missile 
tracking  field,  wherein  the  use  of  spoked  recticle-AC  systems 
for  the  electro-optical  detection  of  objects  against  a  back- 
ground was  well  known  prior  to  filing  the  patent  application 
for  the  patent  in  suit.   After  organizing  Industrial 
Dynamics,  the  inventors  devoted  a  number  of  months  in  unsuc- 
cessful attempts  to  develop  an  operative  system  for  detecting 
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particles  in  empty  bottles  before  deciding  that  a  scanning 
type  of  system  was  best  suited  for  bottle  inspection.   Once 
it  was  decided  that  a  centered  optical  system  with  a  radial 
scan  was  best  suited  for  bottle  inspection,  Industrial 
Dynamics  Corporation  required  only  approximately  one  month 
to  design  and  construct  its  first  prototype  of  the  machine 
described  in  the  patent.   While  the  inventors  appeared  to 
have  had  some  developmental  problems,  they  were  mostly 
engineering  problems,  i.e.,  problems  related  to  the  appli- 
cation of  the  inventor's  mechanical  and  electronic  skills. 

20.  The  inventors  constructed  a  number  of  different 
embodiments  before  filing  in  the  Patent  Office  the  patent 
application  which  formed  the  basis  of  the  '640  patent. 
These  embodiments  were  operative.   They  included  systems 
having  a  reticle  with  a  single  translucent  area  and  with  a 
single  opaque  area  and  with  the  opaque  area  considerably 
larger  than  the  translucent  area,  the  reticle  being  included 
to  provide  spatial  filtering  when  the  reticle  rotated. 

These  embodiments  further  included  RC  circuits  to  detect 
the  signal  components  representing  small  particles  in  the 
bottom  of  the  bottles  by  selecting  the  range  of  frequencies 
representing  such  particles  from  other  frequencies  after 
the  generation  of  such  different  frequencies  by  spatial 
filtering. 

21.  What  the  named  inventors  did  would  not  be 
surprising  or  unobvious  to  a  person  skilled  in  the  art. 

22.  Plaintiff's  machines  (the  allegedly  infringing 
303  and  Slimlight)  seek  the  same  end  result  of  detecting 
foreign  particles  in  a  container  as  does  the  machine  des- 
cribed in  defendant's  patent.   However,  the  means  employed 
by  the  SME  devices  to  reach  this  end  result  are  dissimilar 
from  those  taught  by  the  patent  in  suit.   The  enumerated 
respects  in  which  the  Court  finds  them  dissimilar  are  set 
forth  in  rather  telegraphic  reference  to  the  wording  of  the 
following  claims: 

Claim  7.      (a)   The  different  areas  of  the  bottle  scanned 

by  the  SME  machines  do  not  include  the 
center  and  progressive  portions  of  the 
periphery  of  the  bottle.   In  the  SME 
machines  the  scanning  member  is  rotatirg 
at  a  high  rate  of  speed  while  the  bottle 
is  in  continuous  motion  across  the  inspec- 
tion zone.   The  mirrored  slit  of  the  SME 
scanning  member  does  not  extend  beyond 
the  center  of  the  member.   Therefore, 
before  the  center  of  the  bottle  reaches 
the  axis  of  rotation,  the  scan  of  the 
trailing  one-half  of  the  sweep  does  not 
include  the  center  of  the  bottle;  and  the 


instant  the  center  of  the  bottle  goes 
beyond  the  axis  of  rotation,  the  scan  of 
the  lead  one-half  does  not  include  the 
center  of  the  bottle. 

(b)  The  detection  circuitry  of  the  SME 
machines  is  not  concerned  with  rendering 
a  repetitive  alternating  current  signal 
output  at  the  photocell.   Plaintiff^s 
machines  are  concerned  only  with  the 
leading  edge  of  a  single  pulse  of  electri' 
cal  energy  indicative  of  the  presence  of 
a  foreign  particle  in  the  container.   The 
fact  that  the  photocell  does  set  up  a 
repetitive  alternating  current  signal  is 
irrelevant  to  the  operation  of  the  SME 
machine. 

(c)  The  rejection  of  a  bottle  by  the  SME 
machine  is  not  dependent  upon  an  alter- 
nating signal  of  a  hoped  for  particular 
frequency  or  a  discriminated  band  of 
frequencies  as  taught  by  the  patent  in 
suit.   In  the  SME  machines,  rejection  is 
primarily  dependent  upon  the  rate  of 
change  of  amplitude  of  a  single  pulse  of 
electrical  energy  indicative  of  the  pres- 
ence of  a  foreign  particle.   Such  rejec- 
tion derivative  is  achieved  through  the 
use  of  an  RC  differentiating  network. 
The  patent  in  suit  teaches  rejection 
selection  through  the  use  of  an  LC  tuned 
circuit  responsive  to  a  particular  fre- 
quency.  While  plaintiff's  machines  are 
concerned  only  with  signals  in  the  200- 
5000  c.p.s.  range,  this  is  not  comparable 
to  the  '640  patent  wherein  a  specific 
frequency,  dependent  on  the  speed  of 
rotation  of  the  scanning  disc  times  the 
number  of  disc  spokes,  is  sought  to  be 
selected. 

Claim  9.      (a)   The  progressive  segments  of  scan  of  the 

scanning  member  of  the  SME  machines  do 
not,  at  all  times  during  the  complete 
inspection  period,  include  the  center  of 
the  bottom  of  the  bottle  and  progressive 
portions  of  the  periphery,  as  discussed 
with  respect  to  claim  7. 

(b)   In  the  SME  machines,  the  center  (axis)  of 
rotation  of  the  rotatable  means  is  not 
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actually  disposed  within  the  bottom  of  the 
container.   However,  while  the  actual 
center  (axis)  of  rotation  lies  outside  Qf 
the  periphery  of  the  bottom  of  the 
container,  the  optical  axis,  bent  by  the 
mirrored  surface  of  the  rotating  member, 
does  lie  within  the  periphery  of  the 
bottom  of  the  container.   The  offset  of 
the  axis  of  rotation  of  the  SME  rotating 
member  is  effected  to  provide  a  means  for 
scanning  the  neck  of  the  bottle,  a  result 
that  is  not  achieved  or  taught  by 
defendant's  disclosure.   This  offsetting 
is  done  for  a  purpose  that  is  unrelated  to 
a  simple  attempt  to  avoid  the  charge  of 
copying  the  claim,  and  the  doctrine  of 
equivalents  for  this  reason  is  found  not 
to  apply. 

(c)   As  stated  above  with  respect  to  claim  7, 
the  SME  machines  are  not  concerned  with 
indicating  the  presence  of  foreign  parti- 
cles by  means  of  alternating  signals  in  a 
relevant  sense  as  taught  by  the  patent. 

Claim  18.     (a)   In  the  SME  machines,  the  scanning  area  is 

not  'bubstantially  greater"  than  the  size 
of  the  particle  sought  to  be  detected,  in 
the  sense  that  the  quoted  words  are  used 
in  the  '640  patent. 

(b)  Because  of  the  motion  of  bottle  through 
the  inspection  zone,  the  SME  scanning  areas 
do  not  include,  at  each  instant,  the 
center  and  a  portion  of  the  periphery  of 
the  container.   This  is  discussed  above 
with  respect  to  claim  7. 

(c)  The  circuitry  of  the  SME  machines  does  not 
undertake  to  detect  particular  alternating 
components  in  the  photocell  output  signal 
in  the  manner  taught  by  the  patent  in 
suit.   In  a  detection  sense,  the  machine 
taught  by  the  patent  in  suit  is  interested 
in  alternating  signals  of  a  particular 
frequency.   As  indicated  hereinabove, 
with  respect  to  claim  7,  the  SME  machines 
are  interested  only  in  the  slope  or  rate 
of  change  of  the  magnitude  of  a  single 
pulse. 
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(d)   The  SME  machines  are  not  concerned  with 
particular  levels,  or  magnitudes,  of  an 
AC  Signal  produced  by  the  photocell  as 
taught  by  the  patent  in  suit.   Plaintiff's 
machines  are  responsive  only  to  the  rate 
of  change  of  magnitude  of  a  pulse  and  not 
the  ultimate  magnitude  of  the  pulse. 

ClailLlO.     (a)   As  set  forth  in  the  findings  relating  to 

Ji^'-oj'  ^^^  center  (axis)  of  rotation  of 
the^SME  scanning  member  is  not  within  the 
periphery  of  the  container. 

(b)  The  progressive  segments  of  the  areas  of 
the  bottle  scanned  by  the  SME  machines  do 
not  include  the  center  and  portions  of  the 
periphery  of  the  bottle.   This  was  dis- 
cussed above  with  respect  to  claim  7. 

(c)  The  SME  machines  are  not  concerned  with 
producing  an  alternating  current  signal  at 
a  particular  frequency  and  magnitude 
related  to  the  size  of  the  particle.   The 
rejection  portion  of  the  circuitry  of  the 
patent  in  suit  will  reject  a  bottle  only 
If  the  input  thereto  is  an  AC  signal 
having  a  particular  frequency,  or  selected 
range  of  frequencies,  indicating  the 
presence  of  a  foreign  particle.   In  the 
SME  machines,  the  detection  circuitry  will 
accept  signals  over  a  broad  range  of 
frequencies  but  reject  a  bottle  only  if  a 
single  pulse  received  indicates  a  parti- 
cular rate  of  change  of  magnitude. 

Claim  21.     (a)   For  the  reasons  indicative  hereinabove 

with  reference  to  claim  9,  the  center 
(axis)  of  rotation  of  the  SME  scanning 
member  is  not  within  the  periphery  of'^the 
bottle  to  be  inspected. 

(b)  As  stated  hereinabove  with  respect  to  ' 
claim  18,  in  comparison  with  the  teachings 
of  the   640  patent,  the  SME  area  of  scan 
is  not  substantially  larger  than  the 
cross-sectional  area  of  a  dirt  particle 
sought  to  be  detected. 

(c)  The  area  of  scan  of  the  SME  machines  at 
any  instant  does  not  include  the  center 
of  the  bottle  to  be  inspected. 
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Claim  22;     (a)   For  reasons  indicated  hereinabove  with 

respect  to  claim  7,  the  plaintiff's 
machines  are  not  concerned  about  rendering 
an  alternating  current  signal  output,  nor 
is  the  rejection  of  a  bottle  based  upon 
an  alternating  signal  in  a  relevant  sense 
as  taught  by  the  patent  in  suit. 

Claim  23;     (a)   For  the  reasons  indicated  hereinabove  with 

respect  to  claim  7,  the  plaintiff's 
machines  are  not  concerned  with  rendering 
an  alternating  current  signal  output  in  a 
relevant  sense  as  taught  by  the  patent  in 
suit. 

(b)   The  SME  machines  do  not  use  an  amplifier 
mean  tuned  to  a  specific  frequency  range. 
The  fact  that  the  plaintiff's  machines 
set  up  frequencies  ranging  from  200  to 
5000  cycles  per  second,  does  not  constitute 
focusing  on  a  "specific  frequency  range" 
in  the  sense  taught  by  claim  23.   Conse- 
quently, plaintiff's  machines  are  not 
constructed  to  reject  a  bottle  on  the 
basis  of  an  alternating  current  signal 
having  a  frequency  within  a  specific  range. 

Claim  24:     (a)   The  scanning  member  of  the  SME  machines 

is  not  on  a  center  located  within  the 
periphery  of  the  bottle.   This  is  discussed 
with  reference  to  claim  9. 

(b)   As  opposed  to  the  teachings  of  the  '640 
patent,  the  SME  scanning  member  does  not 
have  alternate  radial  opaque  and  trans- 
lucent areas.   Reading  the  patent  as  a 
whole,  the  term  "areas"  means  more  than 
one  with  respect  to  both  opaque  and  trans- 
lucent respectively.   Referring  to  the 
SME  scanning  member  it  cannot  be  said  that 
the  opaque  area  extends  in  a  radial 
direction  out  from  the  center  in  the  same 
or  similar  sense  as  the  opaque  areas  of 
the  scanning  disc  disclosed  by  the  patent 
in  suit. 

23.   Based  upon  statement  of  defendant's  counsel 
that  the  defendant  is  willing  to  predicate  its  case  upon  the 
claims  hereinabove  discussed,  the  Court  has  limited  its 
detailed  discussion  to  those  claims.   However,  the  evidence 
establishes,  and  the  Court  finds,  that  the  remaining  claims 
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at  issue,  namely  8,  10-15,  inclusive,  17,  19  and  20  are  not 
infringed  by  the  SME  machines. 


CONCLUSIONS  OF  LAW 

1.  The  Findings  of  Fact  and  Conclusions  of  Law 
filed  with  this  Court  and  signed  January  24,  1967,  following 
trial  on  the  issues  of  the  defendant's  alleged  misuse  of  the 
patent  in  suit  are  incorporated  herein  and  made  a  part  hereof 
by  reference. 

2.  This  Court  has  retained  jurisdiction  of  the 
parties  and  of  the  causes  of  action  set  out  in  the  Complaint 
and  Counterclaim. 

3.  All  of  the  remainder  of  the  claims  are  properly 
at  issue,  and  the  defendant  has  chosen  to  predicate  its  case 
upon  claims  7,  9,  18,  22,  23  and  24. 

4.  35  U.S.C.A.  Section  282  provides  in  part, 

"A  patent  shall  be  presumed  valid.   The  burden  of  establish- 
ing invalidity  of  a  patent  shall  rest  on  a  party  asserting 
it."   Plaintiff  herein  is  charged  with  that  burden, 

5.  Whether  arts  are  analogous  depends  upon  the 
similarity  of  their  elements  and  purpose.   If  elements  and 
purpose  in  one  art  are  so  related  and  similar  to  those  in 
another  art  that  the  relationship  would  appeal  to  the  mind  of 
a  person  having  mechanical  skill  and  knowledge  of  the  pur- 
poses of  the  other,  then  the  arts  may  be  said  to  be  analogous. 
The  nature  of  the  art  or  field  of  interest  we  are  here 
concerned  with  is  the  detection  of  objects  in  a  field  of 

view  by  electro-optical  techniques,  rather  than  being  limited 
J:o  the  bottle  inspection  field.   (See  also  Finding  No.  9.) 

I         6.   Electro-optical  systems  for  the  detection  of 
objects  in  the  sky,  detection  of  material  moving  on  a  con- 
veyor, detection  of  the  presence  of  objects  moving  on  the 
ground,  and  detection  of  objects  in  a  container,  all  are 
systems  which  reside  in  an  analogous  art,  and  such  systems 

.employ  similar  elements  in  a  similar  relationship  for  a 
similar  purpose.   Further,  such  systems  are  related  by  the 
end  object  of  seeking  to  detect  an  object  having  distinct 
light  or  dark  characteristics  in  a  background  of  different 
light  or  dark  characteristics.   (See  also  Finding  No.  10.) 

7.   Both  parties  have  properly  characterized  the 
patent  in  suit  as  a  combination  patent.   In  construing  the 
patent,  it  must  be  read  as  a  whole  and  the  claims  interpreted 
in  the  light  of  the  specifications. 
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8.  The  evidence  establishes  and  the  Court  concludes 
that  each  element  of  the  patent  in  suit  is  anticipated  in 
prior  art  references  as  such  prior  art  is  defined  in 
Conclusions  5  and  6  hereof.   No  single  element  of  the  patent 
in  suit  constitutes  invention.   Scrutiny  of  combination 
claims  should  be  even  more  detailed  when,  as  with  the  patent 
in  suit,  the  old  elements  have  been  previously  employed  in 

a  similar  relationship  for  a  similar  purpose,  or  when  the 
elements  perform  the  same  function  in  combination  as  out  of  it, 

9.  Even  if  all  the  claims  here  in  issue  disclosed 
the  combination  of  all  of  the  elements  of  the  alleged  inven- 
tion, each  of  such  claims  would  be  invalid  for  lack  of 
invention  over  the  prior  art  here  concerned.   "A  patent  for 
a  combination  which  only  unites  old  elements  with  no  change 
in  their  respective  functions,.  .  .obviously  withdraws 

what  already  is  known  into  the  field  of  its  monopoly  and 
diminishes  the  resources  available  to  skillful  men." 

Farr  Co.  v.  American  Air  Filter  Co.,  318  F.2d  500, 

503  (9th  Cir.  1963) . 

10.  The  validity  of  the  '640  patent  depends  on  the 
disclosure  of  a  combination  that  "produces  in  some  way  or 
manner  a  surprising  or  unusual  result  which  would  not  have 
been  expected  by  a  person  having  ordinary  skill  in  the  art," 

Canadian  Ingersoll-Rand  Company  v.  Peterson  Products 

of  San  Mateo,  223  F.  Supp.  803,  808  (N.D.  Calif. 

1963). 

11.  No  claims  in  the  patent  are  so  broad  as  to 
purport  to  include  each  of  the  elements  of  the  combination 
that  the  defendant  contends  for  its  patent,  as  set  forth  in 
Finding  of  Fact  No.  4. 

12.  All  of  claims  7  to  15,  inclusive,  and  17  to  24, 
inclusive,  are  invalid  as  being  obvious  under  35  U.S.C.A. 
Section  103. 

13.  If  the  missile  and  star  tracking  field  cannot 
be  properly  considered  with  the  bottle  inspection  field  as  a 
single  art  of  detecting  objects  in  a  field  of  view  by  electro- 
optical  techniques,  the  system  disclosed  and  claimed  in  the 
'640  patent  constitutes  an  invention  over  the  prior  art 
relating  to  bottle  inspection,  and  the  patent  is  valid. 
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14.  On  each  of  plaintiff's  allegations,  the  Court 
concludes  that  the  defendant  has  not  practiced  a  fraud  on  the 
United  States  Patent  Office  in  its  prosecution  of  the  appli- 
cation for  the  patent  in  suit. 

15.  Plaintiff's  contention  that  the  claims  of  the 
patent  in  suit  must  fail  because  they  are  fatally  ambiguous, 
indistinct  and  indefinite  is  rejected.   Further,  the  Court 
concludes  that  the  description  contained  in  the  patent  in 
suit  is  sufficiently  clear  and  concise  to  enable  one  skilled 
in  the  art  to  construct  the  disclosure  thereof. 

16.  The  Court  concludes  that  the  patent  in  suit 
does  not  fail  for  improper  joinder  of  inventors.   Plaintiff 
has  failed  to  bring  forth  sufficient  evidence  tending  to 
show  that  Wyman  was  not  a  proper  co-inventor  on  said  patent. 

17.  The  previously  stated  conclusions  of  the  Court 
with  respect  to  the  validity  of  the  patent  in  suit  preclude 
the  necessity  for  the  Court  to  rule  upon  plaintiff's  con- 
tentions that  claims  7  to  15,  inclusive,  and  17  to  24, 
inclusive,  are  invalid  because  they  were  filed  more  than  one 
year  after  public  use  began. 

18.  The  burden  of  proof  is  upon  the  one  asserting 
infringement  to  establish  the  infringement  of  a  patent  by  a 
proponderance  of  the  evidence. 

19.  Where  the  elements  of  the  patent  are  found  in 
various  prior  patents  in  the  same  art  field  of  interest, 

the  patent  will  be  construed  strictly  according  to  its  terms. 
The  terms  in  a  patent  must  be  strictly  construed  against  the 
patentee  in  determining  infringement.   Claims  must  be  con- 
strued not  only  in  the  light  of  the  specification  and  drawings, 
but  also  with  reference  to  the  file  history;  claims  must 
always  be  explained  by  and  read  in  conjunction  with,  the 
specification  and  in  the  light  of  definitions  and  admissions 
made  by  the  applicant  in  Patent  Office  proceedings. 

20.  In  order  for  a  patent  to  be  infringed,  each  and 
every  element  of  at  least  one  of  the  claims  of  the  patent 
must  find  its  counterpart  in  the  accused  device,  a  situation 
that  is  not  present  here  as  to  any  claim. 

21.  In  order  to  constitute  equivalency  of  devices, 
it  must  be  established  that  the  same  or  similar  functions 
are  performed  in  substantially  the  same  way  or  manner  or  by 
the  same,  or  substantially  the  same,  principle  or  mode  of 
operation.   Although  the  device  disclosed  in  the  '640  patent 
and  the  SME  devices  are  similar  from  the  standpoint  of 
result  (or  function)  (save  the  neck  detection  function  of 
the  SME  machines,  a  capability  not  achieved  by  defendant's 
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device) ,  they  are  dissimilar  as  to  the  means  of  achieving 
these  results  (or  performing  these  functions),  and  therefore 
are  not  equivalent. 

22.  An  invalid  patent  may  not  be  infringed,  and 
the  Court  accordingly  concludes  that  none  of  the  claims  here 
concerned  are  infringed  by  the  plaintiff's  machines.  More- 
over, even  if  the  patent  in  suit  were  in  any  respect  to  be 
declared  valid,  the  Court  concludes  that  it  is  not  infringed, 
in  light  of  Conclusion  No.  20  hereof  and  Finding  of  Fact 

No.  22. 

23.  Plaintiff  is  entitled  to  a  declaratory  judgment 
on  its  Complaint  that  claims  7  to  15,  inclusive,  and  17  to 
24,  inclusive,  of  the  patent  in  suit  are  invalid  and  not 
infringed. 

24.  Plaintiff  is  further  entitled  to  a  judgment 
dismissing  defendant's  Counterclaim  and  awarding  costs  to 
plaintiff  for  the  portion  of  the  litigation  relating  to 
patent  validity  and  infringement.   Each  party  will  bear  its 
ow.n  atttorney's  fees. 
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APPENDIX  B 

DESCRIPTION  OF  THE  MOST  PERTINENT  ART 

Stoate  British  Patent  517,229  (Ex.  44) 

Stoate  teaches  a  scanning  system  with  a  centered  optical 
scan.   Stoate  detects  particles  In  an  empty  transparent  vessel 
(e.g.,  bottle)  by  utilizing  a  screen  or  reticle,  a  light  source 
and  a  light  sensitive  device  (e.g.,  a  photocell)  which  are 
aligned  along  the  axis  of  the  vessel.   The  screen  or  reticle 
used  has  a  slit  or  aperture.   Relative  movement  Is  then  pro- 
vided between  the  vessel  and  the  slit  so  as  to  cause  the 
latter  to  scan  the  entire  surface  to  be  examined.   Stoate 
teachs  inspecting  of  a  stationary  vessel  by  means  of  a 
rotating  scanning  member.   Light  is  directed  from  the  light 
source  upwardly  through  the  slit  and  the  vessel  to  the  light 
sensitive  device.   When  a  particle  interrupts  the  light,  the 
average  amount  of  light  reaching  the  light  sensitive  device 
decreases  to  provide  an  indication  of  the  particle. 

Stoate  U.  S.  Patent  2,100,227   (Ex.    45) 

Stoate  discloses  an  apparatus  for  detecting  foreign 
particles  on  the  bottom  of  transparent  vessels.   The  apparatus 
utilizes  a  support  having  a  scanning  slit  therein,  a  light 
sensitive  device  (e.g. ,  a  photocell)  disposed  beneath  the  scan- 
ning slit  and  a  source  of  light  disposed  so  that  the  light  is 
directed  through  the  bottom  of  the  vessel  onto  the  slit.   The 
vessel  is  rotated  about  its  longitudinal  axis  and  when 
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particles  are  present  the  amount  of  light  reaching  the  light 
sensitive  device  varies  to  give  a  signal.   The  signal  indi- 
cates when  particles  have  caused  the  light  reaching  the  light 
sensitive  device  to  be  reduced  below  a  predetermined  level 
thereby  initiating  an  ejecting  mechanism  to  remove  the 
vessel  containing  the  particles. 

R.C.A.  Machine  (Schell  and  Weathers  U.  S,  Patents  2,439,490 
and  2,192,568)   (Exs.  46  and  47) 

The  R.C.A.  machine  deals  with  a  system  for  inspecting 
full  bottles  for  particles.   A  turntable  imparts  motion  to 
the  bottles  causing  them  to  spin.   When  the  turntable  stops 
the  liquid  contents  continue  to  swirl  and  inspection  of  the 
contents  is  effected  by  electro-optical  means.   An  optical 
system  is  used  comprising,  a  beam  of  light  and  two  banks  of 
photocells.   The  light  beam  passes  through  the  fluid  contents 
of  the  bottle  and  is  distributed  between  the  two  banks 
equally.   In  the  absence  of  any  particle,  the  output  of  one 
bank  of  photocells  is  balanced  against  the  output  of  the  other 
bank.   When  a  particle  is  present,  an  unbalance  is  produced 
as  the  particle  crosses  the  beam  of  light  causing  a  signal  to 
be  produced  which  is  dependent'  on  the  size  of  the  particle  or 
particles.   The  signal  produced  by  the  photoelectric  means  is 
fed  into  an  A.C.  amplifier  tuned 'to  a  fundamental  or  peak 
frequency  corresponding  to  the  speed  of  rotation  of  the 
contents.   A  D.C.  amplifier  is  controlled  by  the  A.C.  amplifier 
to  actuate  a  relay  circuit  above  a  predetermined  signal  level. 
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Blbeman  U.  S.  Patent  3,034,405   (Ex.  49) 

Biberman  teaches  a  centered  multislit  scanning 
system  (e.g. ,  alternate  opaque  and  transparent  sectors  on  a 
disc)  for  detecting  an  object  from  a  background.   The  scan- 
ner emphasizes  the  object  signal  and  substantially  suppresses 
the  background  signal.   The  system  disclosed  utilizes  an 
object  signal  generator  having  an  optical  means  for  focusing 
electromagnetic  radiation  on  a  rotatable  disc-like  scanner 
driven  by  a  motor  connected  to  the  scanner.   The  disc-like 
scanner  contains  a  plurality  of  slits  comprising  opaque  and 
transparent  sectors.   The  variations  caused  by  the  objects 
on  the  background  provide  variations  in  the  electromagnetic 
radiation  which  are  converted  into  an  alternating  current  by 
a  photosensitive  device. 

Jones  U.  S.  Patent  3,134,022   (Ex.  112) 

Jones  teaches  a  signal  detector  for  use  with  a  radi- 
ation sensor.   Jones  provides  a  signal  detecting  circuit 
capable  of  selecting  one  frequency  (the  desired 
signal)  in  the  presence  of  other  unwanted  signals.   Also, 
Jones  teaches  that  it  is  well  known  that  an  object  may  be 
viewed  by  a  suitable  photosensitive  detector  device  to  give 
an  electrical,  output.   A  chopping  action  is  performed  which 
comprises  the  alternate  viewing  and  obscuring  a  field  of 
view  in  alternate  sectors.   The  chopping  action  does  not 
effect  the  background  radiation  which  is  constant,  but  does 
effect  the  object  radiation  thereby  producing  an  alternating 
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current  (A.C.)  signal.   The  resulting  output  of  the  photo- 
sensitive detector  device,  therefore,  has  two  components, 
one  is  A.C.  representing  the  object  radiation  and  the  other 
is  a  mean  level  (direct  current  or  D.C.)  representing  the 
background  radiation. 

Gulliksen  U.  S.  Patent  2,265,037  ^Kx.  12m 

Gulliksen  teaches  a  system  for  inspecting  bottles  in 
which  a  lens  is  rotated  and  a  secondary  lateral  movement  is 
effected  to  produce  a  spiral  scan.   The  lens  is  positioned 
between  a  light  source  and  a  bottle  so  that  the  entire  bottom 
of  the  bottle  is  scanned  as  the  lens  follows  its  spiral  path. 
A  phototube  is  positioned  above  the  bottle  to  receive  the 
light  passing  through  the  bottle.   An  electrical  pulse  is 
provided  at  the  photocell  whenever  a  particle  interrupts  the 
light  passing  through  the  bottle.   This  impulse  indicates  the 
presence  of  a  particle  or  particles  and  is  sent  to  an  impulse 
amplifier  to  operate  a  suitable  alarm  device. 

Stoate  et  al  U.S.  Patent  2,636,602  (Ex.  43A) 

This  patent  is  concerned  with  a  system  for  detecting 
foreign  bodies  on  the  bottom  of  transparent  vessels  (e.g., 
glass  bottles).   The  system  utilizes  a  scanning  member,  a  source 
of  light  and  a  photoelectric  device  (e.g.,  a  photocell)  acti- 

vated  by  light  of  a  predetermined  level.   The  photoelectric 
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device  is  arranged  to  control  a  thermionic  amplifier  which 
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produces  an  electrical  signal  when  the  photoelectric  device 
is  darkened  by  a  shadow  in  the  scanning  field.   The  amplifier 
comprises  coupling  circuits  utilizing  a  blocking  capacitor  or 
the  amplifier  is  otherwise  arranged  so  that  it  will  correspond 
to  a  rapid  change  of  illumination  of  the  photoelectric  device 
such  as  is  caused  by  the  passage  of  a  scanning  aperture  across 
a  shadow  in  the  scanning  field.   However,  the  circuitry  will 
not  be  affected  by  variations  in  the  mean  intensity  of  illum- 
ination due  to  a  variation  in  the  general  illumination  of  the 
scanning  field.   Thus,  the  apparatus  is  insensitive  to  back- 
ground variations  such  as  color,  lettering,  etc. 


FOR  A  FURTHER  DEVELOPMENT  OF  THE  PERTINENT  PRIOR  ART 
THE  COURT'S  ATTENTION  IS  DIRECTED  TO  EXHIBITS  104,  105  AND 
111. 


V 


APPENDIX  C 


I.  plaintiff's  exhibits 


Plaintitt's  Exhibits 

For  Identification 

In  Evidence 

1 

119 

123 

2 

119 

123 

3 

129 

130 

4 

185 

■  190 

5 

195 

197 

6 

258 

260 

7 

274 

274 

8 

276  ' 

276 

9 

278 

278 

10 

292 

292 

11 

292 

292  , 

12 

297 

297 

13 

297 

297 

.  1^ 

316 

317 

15 

339 

341 

16 

339 

341 

17 

347 

349 

18 

350 

351 

19 

350 

351 

20 

350 

351 

21 

369 

370 

22 

389 

390 

Plaintiff's  Exhibits 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 


For  Identification 

In  Evidence 

389 

390 

393 

394 

393 

'   394 

398 

398 

399 

399 

401 

401 

420 

421 

423 

425 

423 

425 

426 

427 

426 

427 

506 

508 

545 

546 

545 

547  • 

545 

563 

545 

563 

568 

* 

687 

688 

690 

691 

693 

693 

693 

694 

694 

696 

701 

701 

701 

704 

704 

710 

ii 


Plaintiff's  Exhibits       For  Identification 

In  Evidence 

48 

711 

711 

49 

712 

733 

50 

742 

51 

746 

750 

!      52 

823 

1612 

53 

861 

54 

926 

55 

947 

948 

56 

947 

948 

57 

947 

948 

58 

949 

953 

59 

954 

955 

60 

972 

1089 

61 

1058 

1561' 

62 

1068 

63 

1084 

1084 

64 

1086 

'  1090 

65 

1094 

1466 

;      66 

1106 

1106 

67 

1142 

1142 

68 

1161 

1162 

69 

1166 

1166 

70 

1375 

1397 

71 

1414 

1612 

72 

1415 

lit 


Plaintiff's  Exhibits 

For   Identification 

In  Evidence 

73 

1416 

1491 

74 

1439,    1438 

1438 

75 

1441 

1455 

76 

1441 

1610 

77 

1449 

1452 

78 

1463 

1465 

79 

1477 

1637 

80 

1490 

1491 

81 

1513 

1513 

*            82 

1550 

1550 

83 

1570 

1574 

84 

1575 

1575 

85 

1591 

1591 

86 

1600 

1609 

87 

1616 

1632 

88 

1633 

1633 

89 

1636 

1793 

90 

1642 

1642 

91 

1648 

1648 

92 

1655 

1660 

93 

1660 

1666 

94 

1666 

1673 

95 

1667 

1673 

96 

1673 

1677 

97 

1679 

1681 

LV 


Plaintiff  s  Exhibits 

For  Identification 

In  Evidence 

98 

1681 

1684 

99 

1695 

1695 

100 

1926 

1926 

101 

1931 

1949 

102 

1932 

1971 

103 

1932 

1971 

104 

1949 

2159 

105 

1951 

2178 

106 

1971 

1984 

107 

1995 

2193 

108 

'. 

2010 

109 

2085 

110 

2112 

111 

2131 

2151- 

112 

2152 

2153 

113 

2152 

2153 

114 

2152 

2153 

115 

2152 

2153 

116 

2150 

117 

2177 

2178 

118 

2177 

2178 

119 

2179 

2187 

120 

2193 

121 

2195 

2201 

122 

2201 

2203 

^il.   defendant's  EXHIBITS 
Defendant's  Exhibits 


A 
B 
C 
D 
E 
F 
G 
H 
I 
J 
K 
L 
M 
N 
0 
P 

Q 

R 
S 
T 
U 
V 

w 


For  Identification 

In  Evidence 

146 

147 

443 

447 

473 

478 

492 

493 

102 

108 

108 

108 

110 

110 

118 

118 

124 

124 

154 

154 

167 

167 

174 

174  . 

181 

181 

186 

186 

221 

221 

229 

231 

232 

242 

242 

242 

243 

245 

245 

247 

249 

251 

253 

253 

254 

254 

VI 


Defendant's  Exhibits 

For  Identification 

In  Evidence 

X 

258 

259 

Y 

260 

264 

Z 

269 

295 

AA 

298 

529 

AB 

337   . 

AC 

359 

360 

AD 

360 

360 

AE 

363 

668 

AF 

409 

429 

AG 

472 

480 

AH 

481 

486 

AI 

486 

490 

AJ 

490 

492 

AK 

402 

493 

AL 

494 

494 

AM 

517 

523 

AN 

524 

524,  2354 

AO 

564 

565 

AP 

610 

618 

AQ 

618 

1 

2353 

AR 

622 

622 

AS 

623 

623 

AT 

629 

629 

AU 

630 

631 

VLL 


Defendant's  Exhibits 

For  Identification 

In  Evidence 

X 

258 

259 

Y 

260 

264 

Z 

269 

295 

AA 

298 

529 

AB 

337 

AC 

359 

360 

AD 

360 

360 

AE 

363 

668 

AF 

409 

429 

AG 

472 

480 

AH 

481 

486 

AI 

486 

490 

AJ 

490 

492 

AK 

402 

493 

AL 

494 

494 

AM 

517 

523 

AN 

524 

524,  2354 

AO 

564 

565 

AP 

610 

618 

AQ 

618 

1 

2353 

AR 

622 

622 

AS 

623 

623 

AT 

629 

629 

AU 

630 

631 

VLL 


Defendant's  Exhibits 

B2 
CA 
CB 
CC 
CD 
CE 
CF 
CG 
CH 
CI 
CJ 
CK 
CL 
CM 
CN 
CO 
CP 
CQ 
CR 
CS 
CT 
CU 
CV 
CW 


For  Identification 

In  Evidence 

1702 

1703 

1703 

1704 

1704 

1706 

1708 

1708 

1709 

1709 

1710 

1711 

1712 

1758 

1712 

1758 

1718 

1758 

1722 

1758 

1750 

1758 

1758 

1760 

1760 

1777 

1809 

1820 

1837 

.1848 

1847 

1859 

1859 

1860 

2353 

1879 

2055 

2356 

2066 

2080 

2066 

2080 

2077 

2082 

2083 

1.x 


Defendant's  Exhibits 
CX 
CY 
C2 
DA 
DB 
DC 
DD 
DE 


For  Identification 

In  Evidence 

2226 

2239 

2239 

2255 

2255 

2273 

2291 

2294 

2293 

2356 

2331 

2331 

2361 

2397 

